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» Introduction 


We're doing something new! >>? You will notice that the financial section of CIBC’s annual report has been expanded. 


The 1990 annual financial report starts with the annual statement on page 2 and is followed by management’s discus- 


sion and analysis of CIBC’s operating results and financial condition (MD&A) on page 22. A short glossary of financial 


terms begins on page 43, the quarterly highlights are on page 45, the ten-year statistical review starts on page 46, and 


certain shareholder and investor information is on pages 51 and 52. >»The new format and content of this 1990 


annual financial report are designed to meet regulatory reporting requirements and also to improve communication 


between CIBC management and its shareholders and investors. 2» The MD&A, which accompanies but does not form 


part of the annual statement, is supplemental analysis and explanation. In the MD&A, we explain in narrative form 


with the aid of tabular data, the financial results of CIBC’s operations, its financial condition and future prospects. It 


gives you the chance to look at CIBC through the eyes of management by providing both an historical and prospective 


analysis of our business. 


Financial Highlights 


For the year 


($ millions) 

Net income 

Preferred dividends 

Net income applicable to common shares 
Return on assets 


Return on common equity 


Per common share 
Earnings 
Dividends 
Common share price 

— high 

— low 

— close, at year-end 
Book value at year-end 


1988 


$ 591 
44 
$ 547 
0.65% 
14.5 % 


$ 3.34 
1.14 
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» Annual Statement 


Consolidated Statement of Assets and Liabilities 
as at October 31, 1990 
(in thousands of dollars) 


1989 1990 
Assets 
Cash Resources 
Cash and deposits with Bank of Canada pel e2UIR Ooo $ 1,742,670 
Deposits with other banks 4,819,461 5,008,687 
6,111,100 6,751,357) 
Securities (Note 2) 
Issued or guaranteed by Canada 4,022,418 4,042,210 
Issued or guaranteed by provinces and municipal or school corporations 542,757 588,395 
Other securities 5,057,882 5,771,362 
9,623,057 10,401,967 
Loans (Note 3) 
Day, call and short loans to investment dealers and brokers, secured 206,030 364,300 
Loans to banks 258,247 222,130 
Mortgage loans 22,349,433 26,621,096 
Other loans AQ TAT.95 I 56,123,100 
72,531,661 83,330,626 
Other 
Customers’ liability under acceptances 8,063,539 9,180,219 
Land, buildings and equipment (Note 6) 1,040,675 1,380,188 
Other assets (Note 7) 2,842,603 3,152,049 
11,946,817 13,712,456 
$100,212,635 $114,196,406 
Liabilities 
Deposits (Note 8) 
Payable on demand $ 6,600,728 $ 7,192,886 
Payable after notice 2 OIN238 29,473,479 
Payable on a fixed date 44,300,525 53,443,537 
78,872,491 90,109,902 
Other 
Cheques and other items in transit, net 648,605 DT ROOS 
Acceptances 8,063,539 9,180,219 
Liabilities of subsidiaries, other than deposits (Note 9) 742,024 657,142 
Other liabilities (Note 10) e265 0M 5,815,564 
Muinority interests in subsidiaries Gl 711 PNA 
14,739,446 16,191,388 
Subordinated Debt 
Bank debentures (Note 11) (56242 2,026,432 
Shareholders’ Equity 
Capital stock (Note 12) 2,657,534 3,218,343 
Retained earnings 2,186,922 2,650,341 
4,844 456 5,868,684 


R. D. Fullerton 
Chairman and Chief Executive Officer 


$100,212,635 


F. H. Logan 
Vice-Chairman 


$114,196,406 


Consolidated Statement of Income 
for the year ended October 31, 1990 
(in thousands of dollars) 


1989 1990 
Interest Income 
Income from loans, excluding leases SS feyonlltsy 2S} $ 9,932,942 
Income from lease financing 68,503 102,019 
Income from securities 976,046 e253: 
Income from deposits with banks 519,796 484,185 
Total interest income, including dividends 10,082,468 11,630,399 
Interest Expense 
Interest on deposits 6,820,382 8,362,615 
Interest on bank debentures 160,659 149,822 
Interest on habilities other than deposits 164,320 100,976 
Total interest expense 7,145,361 8,613,413 
Net interest income DVT MOF 3,016,986 
Provision for loan losses 975,078 253,634 
Net interest income after loan loss provision 1,962,029 DGS2 52, 
Other income (Note 13) 1,202,307 3743337, 
Net interest and other income 3,164,336 4,137,689 
Non-Interest Expenses 
Salaries 1P3227435 1,487,329 
Pension and other staff benefits (Note 14) 110,806 138,041 
Premises and equipment expenses, including depreciation 449,715 573,186 
Other expenses DI2,372 649,181 
Total non-interest expenses 2,462,327 DRSAT OM 
Net income before provision for income taxes 702,009 1,289,952 
Provision for income taxes (Note 15) 248,700 512,500 
Net income before minority interests 453,309 WH ey 
Minority interests in net income (loss) of subsidiaries 3,304 (24,995) 
Net income for the year $ 450,005 $ 802,447 
Average number of common shares outstanding 172,783,083 176,184,706 
Net income per common share (in dollars) $2.28 $4.03 


Consolidated Statement of Changes in Shareholders’ Equity 
for the year ended October 31, 1990 
(in thousands of dollars) 


1989 1990 
Capital Stock (Note 12) 
Balances at beginning of year $2,577,103 $2,657,534 
Changes during the year 
Preferred shares = 450,000 
Common shares 80,431 110,809 
Balances at end of year $2,657,534 $3,218,343 
Retained Earnings 
Balance at beginning of year $2,030,801 $2,186,922 
Net income for the year 450,005 802,447 
Dividends (Note 16) (269,720) (325,393) 
Net foreign currency translation loss 
(net of income taxes of $24,299 recovered, 1989: $42,155) (Note 15) (24,030) (6,285) 
Expenses of issue of shares (net of income taxes of $5,288, 1989: $92) (Note 15) (134) (6,795) 
Other (Note 15) = (555) 
Balance at end of year $2,186,922 $2,650,341 
Consolidated Statement of Changes in Financial Position 
for the year ended October 31, 1990 
(in thousands of dollars) 
1989 1990 
Funds Derived From: 
Operations 
Net income for the year $ 450,005 $ 802,447 
Dividends paid (269,720) (325,393) 
Other (24,164) (13,635) 
156,121 463,419 
Capital 
Bank debentures (10,611) 270,190 
Preferred shares = 450,000 
Common shares 80,431 110,809 
69,820 830,999 
Banking 
Deposits 6,285,655 i S/N 
Acceptances 584,052 1,116,680 
Other liabilities (1,570,541) 335,262 
5,299,166 12,689,353 
Net funds provided $5,525,107 $13,983,771 
Funds Invested In: 
Cash resources $ (584,181) $ 640,257 
Securities (147,391) 778,910 
Loans 2450156 10,798,965 
Acceptances 584,052 1,116,680 
Land, buildings and equipment 133,476 S13) ,o)1 (6! 
Other assets 293,995 309,446 
Net funds invested in assets $5.525.107 $13,983,771 


Reports 


Financial Reporting Responsibility of Management 


The management of Canadian Imperial Bank of Commerce is 
responsible for the preparation of this Annual Statement and the 
consolidated financial statements contained therein. The financial 
statements have been prepared 1n accordance with accounting 
principles prescribed by the Bank Act and the rules, regulations 
and guidelines issued thereunder by the Minister of Finance 
through the Office of the Superintendent of Financial Institutions. 
In meeting its responsibility for the reliability and integnty of 
the financial statements, management has developed, and main- 
tains, a system of accounting and reporting which provides for the 
necessary internal controls to ensure that transactions are properly 
authorized and recorded, assets are safeguarded and liabilities are 
recognized. The system recognizes the need for the employment 
and training of qualified and professional staff, effective written 


Audit Committee’s Report to Shareholders 


In accordance with the Bank Act, the Audit Committee of the 
Board of Directors is comprised of at least three directors none of 
whom is an officer or employee of the bank or any of its affiliates. 

The members of the Audit Committee are: 

C.R. Sharpe (Chairman), W.P. Cooper, J. Coutu, W.M. Hatch, 
W.F. James, S.A. Milner and A. Naimark. 

The Audit Committee held seven meetings during the year 
ended October 31, 1990. 

The Audit Committee has the responsibility of overseeing 
the bank’s financial reporting process on behalf of the Board of 
Directors. In fulfilling its responsibility, the Audit Committee 
recommends to the Board the selection of the shareholders’ 
auditors. At each annual meeting, the shareholders of the bank 
appoint two firms of chartered accountants to be the indepen- 
dent auditors of the bank until the next annual meeting. The 
current auditors are Peat Marwick ‘Thorne and Price Waterhouse. 

The Superintendent of Financial Institutions, at least once a 
calendar year, examines and inquires into the business and affairs of 
the bank. His examination is to satisfy himself that the provisions of 
the Bank Act, having reference to the safety of the interests of 
depositors, creditors and shareholders of the bank, are being duly 
observed and that the bank is in a sound financial condition. The 
Audit Committee is in the practice of meeting with the 
Superintendent of Financial Institutions at least once a year. 

In accordance with the Bank Act and by-laws of the bank 
and to assist the Audit Committee, the Board of Directors has 


Auditors’ Report to Shareholders 


We have audited the consolidated statement of assets and habili- 
ties of Canadian Imperial Bank of Commerce as at October 31, 
1990 and the consolidated statements of income, changes in 
shareholders’ equity and changes in financial position for the year 
then ended. These financial statements are the responsibility of 
the bank’s management. Our responsibility 1s to express an opin- 
ion on these financial statements based on our audit. 

We conducted our audit in accordance with generally 
accepted auditing standards. Those standards require that we plan 
and perform an audit to obtain reasonable assurance whether the 
financial statements are free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements. An audit also 
includes assessing the accounting principles used and significant 


communication between management and staff, and manage- 
ment guidelines by means of the Branch Management and 
Operations Manual. The system also recognizes the need for 
established policies on social responsibility and corporate conduct, 
and a management organization philosophy which reflects 
accountability within delineated areas of responsibility. Of necessi- 
ty, the financial statements contain some items which reflect the 
best estimates and judgements of management. 

The accounting, reporting and internal control systems are 
monitored by the Chief Inspector and his staff who examine and 
review all aspects of the bank’s operations. The Chief Inspector has 
full and free access to the Audit Committee of the Board of 
Directors of the bank. 


R. D. Fullerton 
Chairman and Chief Executive Officer 


appointed officers to carry out the functions of Chief 
Accountant, Chief Inspector and Compliance Officer. 

The bank’s interim and annual financial statements are dis- 
cussed and reviewed by the Audit Committee with manage- 
ment, the Chief Accountant and the auditors before such 
statements are reviewed by the directors. The Audit Committee 
also reviews the adequacy of internal controls over accounting 
and financial reporting systems and discusses with the Chief 
Inspector and the auditors the overall scope, timing and specific 
plans for their respective inspections and audits. Regular meetings 
are held with the Chief Inspector and the auditors, in the absence 
of management, to discuss the results of their examinations, their 
evaluations of the internal controls, and the overall quality of the 
bank’s financial reporting. The meetings also facilitate any 
confidential communication with the Audit Committee desired 
by the Chief Inspector or the auditors. 

Over and above the aforementioned responsibilities, the 
Audit Committee has the duty to review the adoption of and 
changes in accounting principles and practices which have a 
material effect on the financial statements; to review financial 
reports requiring Board approval prior to submission to securi- 
ties commussions or other regulatory authorities; to help develop 
the bank’s financial disclosure philosophy; to assess and review 
key management estimates and judgements material to reported 
financial information; and to assess the auditors’ fees. 


C. Richard Sharpe 
Chairman, Audit Committee 


estimates made by management, as well as evaluating the overall 
financial statement presentation. 

In our opinion, these consolidated financial statements pre- 
sent fairly, in all material respects, the financial position of the 
bank as at October 31, 1990 and the results of its operations and 
the changes in its financial position for the year then ended in 
accordance with prescribed accounting principles. 

In accordance with rotation required under the Bank Act, 
the consolidated financial statements for the year ended 
October 31, 1989 were audited by Peat Marwick Thorne 
and Ernst & Young who expressed an opinion thereon without 
reservation in their report dated December 6, 1989. 


Peat Marwick Thorne 
Price Waterhouse 
Chartered Accountants 


Toronto, Canada 
December 5, 1990 


Notes to the Consolidated Financial Statements 


1. Summary of Significant Accounting Policies 


The bank’s financial statements have been prepared in accordance 
with the accounting principles prescribed by the Bank Act and 
the rules, regulations and guidelines issued thereunder by the 
Minister of Finance through the Office of the Superintendent of 
Financial Institutions. 

These financial statements conform in all material respects 
with generally accepted accounting principles in Canada and the 
historical cost International Accounting Standards. 

The following is a summary of the significant accounting 
policies and practices of the bank: 

Basis of Consolidation 
The financial statements include the accounts of all subsidiaries on 
a consolidated basis. Goodwill, representing the excess of the pur- 
chase price over the net assets of the subsidiaries acquired, is 
amortized to income over its estimated useful life using the 
straight-line method, except where a write down is made to 
reflect permanent impairment. Intercompany accounts and trans- 
actions have been eliminated. 

Investments in associated corporations (20 to 50 per cent 
owned companies) are accounted for by the equity method and 
are included in other securities in the consolidated statement of 
assets and liabilities. The bank’s share of earnings from associated 
corporations is included in income from securities in the consoli- 
dated statement of income. 

Securities 
Debt securities held for investment are carried at cost, adjusted for 
amortization of premiums or discounts to maturity. Equity secu- 
rities, apart from investments in associated corporations, are car- 
ried at cost. If the value of securities held for investment is 
permanently impaired, the carrying value is appropriately 
reduced. Securities held for trading are carried at market value. 

All gains and losses on sale of securities, the amortization of 
premiums and discounts, the valuation to market of securities 
held for trading and adjustments to record any permanent impair- 
ment in value of securities held for investment, are included in 
income from securities in the consolidated statement of income. 

Loans 
Loans are stated net of unearned income and of an allowance for 
credit losses. 

Interest is recorded on the accrual basis for all satisfactory 
loans and such accrued interest on loans is reported in other assets 
in the consolidated statement of assets and liabilities. A loan is clas- 
sified as non-accrual when, in the opinion of management, there 
are clear indications that a loss may be suffered by the bank either 
as to principal or interest, or if there are other circumstances 
which indicate that the account will prove difficult to collect in 
full within a reasonable period. A loan where payment of interest 
is contractually past due 90 days is placed on a non-accrual basis 
unless management determines there is no reasonable doubt as to 
the ultimate collectibility of principal or interest. When a loan is 
classified as non-accrual, all uncollected interest is reversed against 
interest income of the current year. Interest received on a loan, 
other than a sovereign risk loan, subsequent to its classification as 
non-accrual is not recorded as income until such time as any prior 
write-off has been recovered or any specific provision has been 
reversed and it is deemed that the loan principal is no longer at 
risk. Interest received on a non-accrual sovereign risk loan is 
recorded as income on a cash basis. 

Fees relating to loan origination, including loan restructuring 
or renegotiating, are considered an integral part of the yield earned 
on the loan and are amortized to interest income over the term of 
the loan. Commitment fees are treated on the same basis if there is 
reasonable expectation that the commitment will be called upon 


and will result in a loan; otherwise, the fees are amortized to other 
income over the term of the commitment. Loan syndication fees 
are included in other income on completion of the syndication 
arrangement provided that the yield on any portion of the loan 
retained by the bank is at least equal to the average yield earned by 
the other lenders involved in the financing; otherwise, an appro- 
priate portion of the fee is amortized to interest income to produce 
an equal average yield over the term of the loan. 

Direct Financing Leases 
Net investment in lease and finance receivables are included in 
other loans. Initial direct costs on leases are expensed as incurred. 
At the inception of a lease, an amount of unearned finance 
income, equal to the initial direct costs, is recognized as income 
and the remainder is taken into income over the lease term to 
produce a constant rate of return on the investment in the lease. 

Allowance for Credit Losses 
The bank maintains an allowance for credit losses account and 
management of the bank establishes a balance in this account 
which it considers adequate to absorb credit losses in the bank’s 
portfolio of on and off balance sheet items. The balance in the 
allowance for credit losses account may consist of specific provi- 
sions, provisions for doubtful credits and general country risk pro- 
visions which are deducted from the related asset category except 
for specific provisions relating to acceptances and off balance 
sheet items which are carried in other liabilities. 

The management of the bank conducts on-going credit 
assessments of the portfolio on an account-by-account basis and 
establishes specific provisions when doubtful accounts are iden- 
tified. For the consumer and Visa loan portfolios specific provi- 
sions are established by reference to historical ratios of write-offs to 
balances outstanding. Specific provisions include the accumulated 
provisions for losses on particular assets that are required to reduce 
the related assets to estimated realizable values. Provisions for 
doubtful credits include provisions for losses (excluding the gen- 
eral country risk provisions) which are prudential in nature and 
cannot be determined on an account-by-account basis but 
which are required in order to absorb losses in the portfolio. The 
general country risk provisions include the accumulated 
provisions for losses on sovereign, transborder or country risk 
claims on certain lesser developed countries designated by the 
Superintendent of Financial Institutions. 

Land, Buildings and Equipment 
Land is carried at cost; buildings and equipment, including lease- 
hold improvements, are carried at cost less accumulated deprecia- 
tion. Appropriate rates of depreciation are used to allocate the 
cost of the assets over their expected useful lives. 

Foreign Currency Translation 
All assets and liabilities held in foreign currencies are translated 
into Canadian dollars at rates prevailing at the date of the financial 
statements with the following exceptions — investments in foreign 
currency securities and fixed assets when purchased with 
Canadian dollars are carried at historic cost. Revenue and ex- 
penses in foreign currencies are translated into Canadian dollars 
using average monthly exchange rates for the year. Realized and 
unrealized gains and losses on foreign currency positions are 
reported in the consolidated statement of income of the current 
year with the following exception — premiums and discounts on 
deposit swaps are amortized to maturity as interest in the consoli- 
dated statement of income. Unrealized translation gains and losses 
in respect of net investment positions in foreign operations, 
which consist of investments in foreign branches, subsidiaries and 
associated corporations, are reported in retained earnings in 
the consolidated statement of changes in shareholders’ equity, net 
of applicable income taxes and any offsetting gains and losses 
arising from economic hedges of these net investment positions. 


Interest Rate and Cross Currency Swaps 
The bank enters into interest rate and cross currency swap 
transactions as a source of trading and fee income and to facili- 
tate management of the risks associated with its interest rate and 
foreign currency exposures. The bank’s trading portfolio of inter- 
est rate and cross currency swaps is marked to market and the 
net gain or loss is recognized in the current period. Fee income 
as well as income and expenses related to risk management 
swaps are recognized over the term of the swap agreements. 

Income and expenses from swaps are reported as other 
income except for income and expenses related to risk manage- 
ment swaps which are reported as interest in the consolidated 
statement of income. 

Interest Rate Futures 
Interest rate futures and forward rate agreements are used to 
hedge certain assets, liabilities or transactions and may be used in 
the trading activities of the bank. Gains and losses on agree- 
ments used for hedging purposes are deferred and amortized to 
income over the expected remaining term of the related hedged 
asset, hability or transaction. The trading position 1s revalued by 
pricing the agreements at market rates and the net gain or loss is 
reported as other income in the consolidated statement of 
income in the current period. 

Foreign Exchange and Precious Metals Trading 
The bank conducts its foreign exchange and precious metals 
(mainly gold and silver) trading by entering into spot, forward, 
futures and option contracts. The foreign exchange and precious 
metals trading positions are valued at market rates and the 
resultant gains and losses are reported as other income in the 
consolidated statement of income in the current period. 

The bank’s precious metals inventory is reported as cash 
resources and the liability to customers in respect of certificates 
issued is reported as other liabilities in the consolidated statement 
of assets and liabilities. 


Income Taxes 
The bank provides for income taxes under the tax allocation 
basis of accounting whereby income taxes are provided for in 
the year in which the related income or expense is reflected in 
the financial statements. Accumulated deferred income taxes 
resulting from timing differences in the recognition of income 
and expense for income tax and financial statement purposes 
are included in other liabilities or other assets, whichever is 
appropniate, in the consolidated statement of assets and liabilities. 

Pensions 
The bank is the sponsor of two major pension plans, the con- 
tributory and the non-contributory defined benefit pension 
plans, under which all eligible employees are entitled to benefits 
based on length of service and rates of pay. 

Based on management’s best estimate assumptions, actuarial 
valuations of the pension funds are made periodically for 
accounting purposes using the projected benefit method pro 
rated on service. Market related values are used to value pension 
fund assets. The valuations are made by an independent actuary 
who provides management with advice and assistance in 
arriving at their best estimate assumptions. 

The annual pension expense or recovery includes the actuarial 
costs of pension benefits and the amortization of the net pen- 
sion assets as at November 1, 1985 and subsequent experience 
gains and losses. Amortization 1s carried out on a straight-line 
basis over the expected average remaining service life of the 
employee groups covered by the plans. 

The bank also provides certain health care and life insurance 
benefits to eligible pensioners. The costs of such benefits are 
expensed as incurred. 

Net Income per Common Share 
Net income per common share 1s calculated by dividing net income 
for the year less dividends declared on preferred shares by the daily 
average equivalent of fully paid common shares outstanding. 


* 


2. Securities 
($ thousands) 


The analysis of securities by type of security 1s as follows: 


1989 1990 
Securities, at amortized value, issued or guaranteed by: 
Canada: 

Treasury bills $ 2,038,880 $ 2,936,822 

Other securities maturing within three years 206,445 113335 7/3%3 

Other securities 84,172 82,809 
Provinces OOM I23 432,670 
Municipal or school corporations in Canada 9,697 8,810 

2,560,917 3,594,849 
Other securities: : 
Debt of Canadian issuers, at amortized value less provisions for losses: 

Income debentures 160,363 iil 7s 

Small business development bonds and small business bonds 56,678 35,429 

Other DIAN TY 341,641 
Debt of foreign issuers, at amortized value* PESZIESSi 2,297,623 

1,831,089 2,806,445 
Equities of Canadian issuers, at cost less provisions for losses: 

Term preferred shares 334,781 388,374 

Other 909,148 984,997 
Equities of foreign issuers, at cost T3216 93,849 

1,339,245 1,467,220 
Securities of associated corporations: 

Shares, valued on the equity method 29,798 119,657 
Total securities held for investment 5,761,049 7,988,171 
Securities held for trading, at market value 3,862,008 2,413,796 
Total securities, at carrying value $9,623,057 $10,401,967 
Total securities, at market value $9.07 2.225 $10,292,720 


Includes Mexican government bonds secured by U.S. Treasury securi- 
ties carried at U.S.$319 million (Cdn.$372 million); the comparable 
amount in 1989 was U.S.$157 million (Cdn.$184 million). The 
par value of these bonds is U.S.$408 million (Cdn.$476 million); 


The maturity analysis of securities, at carrying values, is as follows: 


the comparable amount in 1989 was U.S.$216 million (Cdn.$253 million). 
The increase in 1990 reflects the exchange of Mexican loans with a face 
value of U.S.$294 million for Mexican government bonds secured by 
USS. Treasury securities of U.S.$192 million carried at U.S.$162 million. 


Securities issued or 


1989 1990 guaranteed by: Other securities: 

Provinces 

and municipal 

or school 
Year of maturity: Total Total Canada corporations Debt Equity 
Within 1 year $5,298,746 $ 6,322,079 $3,466,669 $457,258 $2,372,976  $ 25,176 
Over 1 to 3 years 688,600 773,090 76,891 26,610 427,579 242,010 
Over 3 to 5 years 763,196 608,629 131,170 26,136 365,247 86,076 
Over 5 to 10 years 1,065,360 673,694 308,411 29,219 307,549 32,455 
Over 10 years 898,502 663,721 59,069 46,350 558,302 - 
No specific maturity 908,653 1,360,754 - 6,762 113,102 1,240,890 
Total $9,623,057 $10,401,967 $4,042,210 $588,395 $4,144,755 $1,626,607 


3. Loans 
($ thousands) 


The analysis of loans net of unearned income, specific provisions and genéral country risk provisions is as follows: 


1989 1990 
Mortgages in Canada $ 20,610,157 $ 23,901,602 
Personal loans to Canadians S329 72252 14,370,534 
33,907,409 Bo 27236 
Loans to Canadian businesses: 
Trades and services 8,801,395 8,725,000 
Manufacturing 3,659,876 4,216,683 
Construction and development Sse 26 3,799,003 
Real estate operators 878,133 978,520 
Agriculture 1,911,866 1,890,935 
Natural resources 1,741,360 dee oral 
Transportation and communications V2 Wil 1,378,416 
Other 1,779,413 1,799,654 
DE Py NAW) 24,745,588 
Loans and mortgages outside Canada (excluding LDCs) 15,200,834 2059125902 
Loans to designated countries LAs = 
{i (2s Gil $ 83,330,626 
Of which, Canadian currency $ 53,830,082 $59,047,214 
foreign currencies $ 18,701,579 $ 24,283,412 
4, Allowance for Credit Losses 
($ thousands) 
The movement in the allowance for credit losses account is as follows: 
1989 1990 
General 
country risk Specific 
Total Total provisions provisions 
Balance at beginning of year ilPonuleG si $ 1,717,436 Sieonion2 30) $ 404,206 
Write-offs (603,667) (1,060,586) (501,748) (558,838) 
Recoveries (O35), IE 58,854 - 58,854 
Provision for loan losses charged to the 
statement of income 975,078 253,634 (1253772) 379,406 
Foreign exchange adjustments (30,743) 7,863 6,529 1,334 
Balance at end of year $1,717,436 $ 977,201 $ 692,239 $ 284,962 


5. Non-Performing Loans 
($ thousands) 


cial Statements 


The analysis of non-performing loans including securities that qualify as loan substitutes, net of general country risk provisions, 


is as follows: 


1989 1990 
Specific 
Net total Net total Gross amount provisions 
Non-accrual personal loans: 
Consumer plan, Visa and mortgage loans $ 36,412 $ 59,670 $ 172,888 $113,218 
Other personal loans 3651198 55,985 66,580 10,595 
72,610 115,655 239,468 123,813 
Non-accrual Canadian business loans: 
Trades and services 137,963 1327655 176,632 43,977 
Manufacturing 90,762 74,328 94,984 20,656 
Construction and development 50,154 43,088 54,148 11,060 
Real estate operators 24,699 22,852 24,120 1,268 
Agriculture 98,520 82,981 103,614 20,633 
Natural resources 22,540 DOES OS 35,643 6,110 
Transportation and communications 22,862 16,576 44,058 27,482 
Other TSX 11,661 18,406 6,745 
455,058 413,674 551,605 137,931 
Non-accrual loans outside Canada: 
United States 205,953 245,024 250,414 5,390 
Europe 721¢@ 55,530 61n/55 65223 
Latin America 5,528 Sao 8,698 BOT 
Asia and Pacific Biz082 29,464 38,152 8,688 
243 234 335,799 359,017 DSS 
Total non-accrual loans 770,902 865,128 1,150,090 284,962 
Renegotiated reduced rate loans 7,100 6,830 6,830 = 
$778,002 $871,958 $1,156,920 $284,962 
6. Land, Buildings and Equipment 
($ thousands) 
The analysis is as follows: 
1989 1990 
Accumulated 
Net book value —_ Net book value Cost depreciation 
Land $ 120,005 $ 181,152 $ 181,152 $ - 
Buildings 387,838 497,340 714,529 217,189 
Equipment 407,895 564,294 948,348 384,054 
Leasehold improvements 124,937 137,402 207,454 70,052 
$1,040,675 $1,380,188 $2,051,483 $671,295 


Depreciation and amortization in respect of the above buildings, equip- 
ment and leasehold improvements for the year amounted to $133,785 


(1989: $93,239). 
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7. Other Assets 
($ thousands) 


These assets consist of the following: 


1989 1990 
Accrued interest receivable iE 222345 $1,499,137 
Brokers’ clhent accounts 197,144 265,840 
Goodwill 101,070 ai Ihe} 
Deferred income taxes (Note 15) 14,647 = 
Other deferred items G2 139,709 
Other items, including accounts receivable and prepayments 690,876 1,147,985 
$2,842,603 $3,152,049 
8. Deposits 
($ thousands) 
The analysis of deposits by type of depositor is as follows: 
1989 1990 
Payable Payable Payable 
on after ona 
Total Total demand notice fixed date 
Deposits by Canada $ O27 NS $ 204,275 $ 204,275 $ - $ = 
Deposits by provinces 471,499 695,925 56,569 409,256 230,100 
Deposits by banks 9,469,705 105971167 689,652 193,186 10,088,329 
Deposits by individuals 42,106,483 47,534,076 152605325 24,917,273 21,356,478 
Other deposits 26,732,089 30,704,459 4,982,065 3,953,764 21,768,630 
$78,872,491 $9051095902 $7,192,886 $29,473,479 $53,443,537 
Of which, 
Canadian currency $55,376,618 $61,017,766 $5,479,733 $27,935,459 $27,602,574 
foreign currencies $23,495,873 $29,092,136 $15,713,153 $ 1,538,020 $25,840,963 
9. Liabilities of Subsidiaries, other than Deposits 
($ thousands) 
These liabilities are at varying interest rates and varying terms of maturity to 1994 and are summarized as follows: 
1989 1990 
CIBC Leasing Limited — senior secured notes $453,486 $453,061 
The CIBC Wood Gundy Corporation — secured call loans 287,383 203,808 
— unsecured call loans LA S)S) fs 
$742,024 $657,142 
10. Cther Liabilities 
($ thousands) 
These liabilities consist of the following: 
1989 1990 
Accrued interest payable $2,503,218 $2,795,732 
Obligations related to securities sold short or under repurchase agreements 1,182,954 1,253,524 
Gold and silver certificates 407,377 648,707 
Brokers’ client accounts B16, 152. 88,713 
Deferred income taxes (Note 15) = ea Grlig 
Other items, including accounts payable and accruals 813,806 812,711 
$5,220,007 $5,815,564 
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11. Bank Debentures 
($ thousands) 


Bank debentures, which are unsecured and subordinated to deposits and other habilities, comprise: 


Earliest date Denominated 
redeemable by in foreign 

Interest rate Maturity date the bank currency 1989 1990 
11.625% February 1, 1990 $ 75,000 $ - 
11% June 15, 1990 100,000 - 
7.5% May 15, 1993 May 15, 1985 859 854 
O71 510 January 2, 1995 January 2, 1985 2,590 2,166 
9.5% October 15, 1996 October 15, 1986 4,197 4,171 
9.5% November 7, 1997 LUF 1.7 billion — 63,512 
9.25% February 15,1998 — February 15, 1988 7,048 6,054 
6.375% June 6, 1998 DM 200 million 127,420 153,780 
5.125% September 22, 1998 September 22, 1993 SFr 100 million 72,640 90,760 
10.071% November 4, 1998 October 27, 1993 U.S.$45 million 52,808 52,502 
10.375% January 31, 2000 150,000 150,000 
5.7% (1) September 13, 2000 September 13, 1998 Yen 18 billion 147,870 Hole 52 
12.45% December 1, 2000 150,000 
7.3% (2) January 27, 2001 January 27, 1999 Yen 9 billion TEES 80,676 
7.88% (3) July 28, 2001 July 28, 1999 Yen 5 billion 41,075 44,820 
5.5% June 21, 2003 Yen 5 billion 41,075 44,820 
5.7% (4) September 29, 2003 September 29, 1998 Yen 5 billion 41,075 44,820 
7.5% (5) November 28, 2003 November 28, 1998 Yen 5 billion 41,075 44,820 
7.4% (6) January 27, 2004 January 27, 1999 Yen 5 billion 41,075 44,820 
11.125% February 10, 2004 50,000 50,000 
6.91% (7) July 19, 2004 July 19, 1999 Yen 5 billion 41,075 44,820 
11.85% (8) August 23, 2010 August 23, 1995 - 150,000 
Floating rate (9) July 31, 2084 July 31,1990 ~=U.S.$300 million 352,050 350,010 
Floating rate (10) August 31, 2085 August 20,1991 U.S.$250 million 2935375 291675 

$1,756,242 $2,026,432 


(1) Interest rate will be 6.7% after September 13, 1998. 

(2) Up to January 27, 1999, the interest rate is applied to an agreed nominal 
Australian dollar equivalent of the principal amount and interest 1s 
payable in Australian dollars; subsequently, interest is payable in Japanese 
yen at a rate equal to the Japanese long-term prime rate plus (0.9%. 

(3) Up to July 28, 1999, the interest rate is applied to an agreed nominal 
Australian dollar equivalent of the principal amount and interest is 
payable in Australian dollars; subsequently, interest is payable in Japanese 
yen at a rate equal to the Japanese long-term prime rate plus 1%. 

(4) Interest rate will be equal to the Japanese long-term prime rate plus 0.3% 
after September 29, 1998. 

(5) Up to November 28, 1998, the interest rate is applied to an agreed nomi- 
nal Australian dollar equivalent of the principal amount and interest is 
payable in Australian dollars; subsequently, interest is payable in Japanese 
yen at a rate equal to the Japanese long-term prime rate plus 0.9%. 


(6) Up to January 27, 1999, the interest rate is applied to an agreed nominal 
Australian dollar equivalent of the principal amount and interest is 
payable in Australian dollars; subsequently, interest 1s payable in Japanese 
yen at a rate equal to the Japanese long-term prime rate plus 0.9%. 

(7) Up to July 19, 1999, the interest rate is applied to an agreed nominal 
British pounds sterling equivalent of the principal amount and interest is 
payable in British pounds sterling; subsequently, interest is payable in 
Japanese yen at a rate equal to the Japanese long-term prime rate plus 1%. 

(8) Interest rate for each of the five-year periods subsequent to August 23, 
1995 will be determined by auction procedures. 

(9) Interest rate is the average London Inter-Bank Offered Rate plus 0.25%. 

(10) Interest rate is the average London Inter-Bank Offered Rate plus 0.125%. 


The bank enters into swap agreements, where appropriate, to 
hedge the exposure of debentures to foreign exchange and 
interest rate risks. 

In accordance with the formula prescribed in the Bank 
Act, the bank has the capacity to issue an additional $908 mil- 
lion of debentures as at October 31, 1990. 


The aggregate of the sinking fund requirements and maturities 
of bank debentures under the terms of issue is as follows: 


Within 1 year $ 872 
Over 1 to 3 years 2,462 
Over 3 to 5 years 3,164 
Over 5 to 10 years 678,653 
Over 10 years 1,341,281 

$2,026,432 
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12. Capital Stock 


Authorized: 

Preferred Shares: 

75,000,000 — Class A without par value issuable for an 
aggregate consideration not exceeding 
$1,500,000,000. 

30,000,000 — Class B without par value issuable for an 
aggregate consideration not exceeding 


Common Shares: 

400,000,000 — without par value issuable for an aggregate 
consideration not exceeding 
$3,000,000,000. 


$750,000,000. 
Issued and fully paid: 
($ thousands) 
Shares Amount 
1989 1990 1989 1990 
Class A Preferred Shares: 
Series 3: Outstanding 3,000,000 3,000,000 § 300,000 $ 300,000 
Series 4: Outstanding 1,500,000 1,500,000 150,000 150,000 
Series 5: Outstanding 6,000,000 6,000,000 150,000 150,000 
Series 6: Issued for cash in 1990 — 8,000,000 — 200,000 
Series 7: Issued for cash in 1990 - 500 - 50,000 
Series 8: Issued for cash in 1990 — 8,000,000 ~ 200,000 
Total preferred share capital stock 
at end of year $ 600,000 $ 1,050,000 
Common Shares: 
Total common share capital stock 
at beginning of year 171,668,454 174,567,280 $ 1,977,103 $2,057,534 
Issued pursuant to the Shareholder 
Investment Plan 2,898,826 4,580,649 80,431 110,809 
Total common share capital stock 
at end of year 174,567,280 179,147,929 $ 2,057,534 $2,168,343 
Total capital stock CS (Olay) oy $3,218,343 


Share rights and privileges: 

Price Adjusted Floating Rate Class A Preferred Shares Series 3 and Series 4 
These shares bear cumulative dividends, payable monthly, at 
rates that float in relation to the bank’s prime interest rate 
adjusted upwards or downwards on a monthly basis whenever 
the calculated trading price of the shares 1s less than $99.75 or 
more than $100.25, respectively. These shares are redeemable by 
the bank at the redemption price of $100 per share. 


Floating Rate Class A Preferred Shares Series 5 

These shares bear cumulative dividends, payable quarterly, ata 
rate based on 69% of the bank’s average prime interest rate. These 
shares are redeemable by the bank at the redemption price of $25 
per share on or after January 31, 1992. 


Class A Preferred Shares Series 6 

These shares bear non-cumulative dividends, payable quarterly, 
at a rate equal to the greater of (i) $0.5625 per share, and (11) 70% of 
the regular dividend, if any, for the quarter declared and paid on 
the Common Shares of the bank. These shares are redeemable 
by the bank at the redemption price of $26.75 per share in the 
12-month period commencing December 1, 1994 reducing 
thereafter by 25 cents annually to $25.75 for the 12 months com- 
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mencing December 1, 1998 and to $25 on December 1, 1999 and 
thereafter. Alternatively, redemption may be satisfied, at the 
bank’s option, by conversion of the shares to be redeemed into 
Common Shares of the bank based on 95% of the weighted 
average trading price of such Common Shares on The Toronto 
Stock Exchange. 


Class A Preferred Shares Series 7 

These shares bear non-cumulative dividends, payable monthly, at 
a rate based on 72% of the one month bankers’ acceptance rate. 
On or after December 31, 1994, the bank may redeem the shares at 
the redemption price of $100,000 per share or convert the shares to 
be redeemed to Common Shares of the bank based on 95% of the 
weighted average trading price of such Common Shares on The 
Toronto Stock Exchange. 

After December 31, 1996, each share will be convertible at 
the option of the holder into Common Shares of the bank based 
on 95% of the weighted average trading price of such Common 
Shares on The Toronto Stock Exchange. The bank may opt to 
redeem for cash or to ensure sale for cash to another purchaser 
shares so tendered for conversion. 


Notes to the Consolidated Financial Statements 


12. Capital Stock (continued) 


Class A Preferred Shares Series & 

These shares bear non-cumulative dividends, payable quarterly, 
at a rate equal to the greater of (i) $0.5550 per share, and (11) 70% 
of the regular dividend, if any, for the quarter declared and paid 
on the Common Shares of the bank. These shares are 
redeemable by the bank at the redemption price of $26.75 per 
share in the 12-month period commencing February 20, 1995 
reducing thereafter by 25 cents annually to $25.75 for the 12 
months commencing February 20, 1999 and to $25 on 
February 20, 2000 and thereafter. Alternatively, redemption 
may be satisfied, at the bank’s option, by conversion of the shares 
to be redeemed into Common Shares of the bank based on 95% 
of the weighted average trading price of such Common Shares 
on The Toronto Stock Exchange. 


Shareholder Investment Plan 

Common shareholders and holders of Class A Preferred Shares 
Series 5, Series 6 or Series 8, other than residents of United States 
or Japan, have the right to reinvest their respective dividends, 
under the Dividend Reinvestment Option, in new Common 
Shares at a price of 95% of the average market price. Once a 
month, under the Share Purchase Option, each such share- 
holder also has the right to purchase new Common Shares at 
100% of the average market price, subject to a limit of $50,000 
per annum. Under the Stock Dividend Option, shareholders, 
other than residents of Japan, having at least 100 Common 
Shares or Class A Preferred Shares Series 5, Series 6 or Series 8, 
have the right to receive dividends in the form of new Common 
Shares at a price of 95% of the average market price. Pursuant to 
the Plan, new Common Shares were issued as follows: 


Total proceeds 
($ thousands) Shares added to capital stock 
1989 1990 1989 1990 
Share purchase 5O 7/31. 70395 $ 1,650 $ 1,903 
Dividend reinvestment 2,635,300 4,280,710 73,158 103,339 
Stock dividend 203,795 229,544 5,623 5,567 
2,898,826 4,580,649 $80,431 $110,809 
Shares reserved for issue: 
6,795,600 Common Shares have been reserved for issue pur- 
suant to the Shareholder Investment Plan. 
13. Other Income 
($ thousands) 
The analysis of other income by source is as follows: 
1989 1990 
Service charges $ 294,250 $ 334,008 
Commissions on securities transactions 205,914 225,942 
Loan fees 196,277 200,391 
Foreign exchange, bullion and swap trading 186,526 235,846 
Visa 134,229 147,446 
Other 185,111 230,704 
$1,202,307 $1,374,337 


14, Pensions 
($ thousands) 


Based on the latest actuarial valuations for accounting purposes 
as at October 31, 1989, the estimated present value of accrued 
pension benefits attributed to employees’ services rendered up 
to October 31, 1990 and the estimated value of pension fund 
assets as at such date totalled $968,172 (1989: $878,612) and 
$1,217,004 (1989: $1,113,191) respectively. No surplus assets 
have been withdrawn from the pension funds by the bank dur- 
ing the year. Based on the latest actuarial valuations for funding 
purposes made under the Pension Benefits Standards Act as at 
October 31, 1989, no funding was required in respect of the 
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contributory plan; the non-contributory plan had an unfunded 
liability of $29,367 (1989: $29,692) of which $3,605 (1989: 
$3,495) together with the current service liability of $19,757 
(1989: $17,278) were funded by the bank during the year in 
accordance with the actuary’s recommendation. 

Total pension expense includes the actuarial cost of pen- 
sion benefits and the amortization of the net pension assets as at 
November 1, 1985, and subsequent experience gains and losses. 
The net result of these amounts is a recovery of $5,133 for the 
year ended October 31, 1990 (1989: $6,820). 


15. Provision for Income Taxes 


($ thousands) 
The provision for income taxes included in the financial statements is as follows: 
1989 1990 
Consolidated statement of income: 
Provision for income taxes $ 248,700 $512,500 
Consolidated retained earnings related to: 
Net foreign currency translation loss 42,155 (24,299) 
Expenses of issue of shares (92) (5,288) 
Tax on preferred share dividends = 555 
$ 290,763 $483,468 
Deferred income tax provisions arise from timing differences in financial statement purposes. The split between current and 
the recognition of income and expenses for income tax and deferred income taxes for the year is as follows: 
1989 1990 
Current income taxes $ 482,347 $252,644 
Deferred income taxes (191,584) 230,824 
$ 290,763 $483,468 
Accumulated deferred income taxes are included in other assets rates imposed by each of these jurisdictions and according to 
(see note 7) or other liabilities (see note 10). changes in the proportion of the bank’s business carried on in 
The income of the bank 1s subject to both federal and provin- each province. The provision for income taxes in the consoli- 
cial income taxes. The combined federal and provincialincome dated statement of income 1s at a rate less than the combined 
tax rate will vary each year according to changes in the statutory federal and provincial income tax rate for the following reasons: 
1989 1990 
Combined federal and provincial income tax rate 42.2% 42.4% 
Changes in rate resulting from: 
Tax-exempt interest and dividends (7.0) (3.8) 
Lower net effective tax rates applicable to foreign subsidiaries ies) (2.9) 
Higher net effective tax rates applicable to domestic subsidiaries 0.8 3e3 
Other 0.9 0.7 
Effective income tax rate in the consolidated statement of income 35.4% 39.7% 
Wood Gundy Inc. has incurred losses for income tax purposes expire in the period from 1994 to 1998. No benefit in respect of 
of approximately $90 million which may be carried forward the bank’s portion of these amounts has been recorded in the 
and applied against future taxable income earned. These losses accounts. 
16. Dividends 
($ thousands) 
Dividends declared during the year are as follows: 
1989 1990 
Class A Preferred Shares — Series 3 $ 28,191 $ 30,057 
— Series 4 13,851 ISAO Sr 
SS Sehics.3 13,426 14,630 
= Series 6 = 16,558 
Seniesa), = 4,164 
— Series 8 = 125432 
55,468 92,892 
Common Shares 214,252 232,501 
$ 269,720 $325,393 
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Notes to the Consolidated Financial Statements 


17. Off Balance Sheet Items 
($ thousands) 
In the normal course of business, the bank has various outstanding 
contracts and arrangements such as guarantees, letters of credit, 
lines of credit, foreign exchange spot and forward contracts, and 
foreign currency and interest rate swaps. These items are not 
reported in the consolidated statement of assets and liabilities. The 
contracts are marked to market where appropriate and any 
required allowance for credit losses is included in other liabilities. 

The contracts and arrangements summarized below repre- 
sent obligations to perform but do not necessarily reflect the 
economic risks associated with the transactions. Each type of 
contract or arrangement will limit or give rise to varying degrees 
and types of risk such as credit, interest rate, foreign exchange 
and liquidity risk. Certain of the outstanding contracts and 
arrangements are undertaken by the bank to reduce the expo- 
sure of assets, liabilities and off balance sheet items to foreign 
exchange or interest rate risk. 

Credit risk to the bank is the exposure to loss when a cus- 
tomer does not honor or perform contractual obligations com- 


pletely. Liquidity risk relates to the bank’s ability to honor its 
prior commitments to customers when they come due. The 
bank manages credit and liquidity risks through internal con- 
trol systems which include credit investigations and approvals, 
lending limits and constant monitoring procedures. 

Many lines of credit do not result in outlay of funds by the 
bank, hence credit or liquidity risk is reduced. 

Foreign exchange and interest rate related transactions 
usually consist of offsetting contracts and therefore the level of 
foreign exchange and interest rate risk to the bank that arises 1s 
limited to the net position on these offsetting transactions. In 
these transactions, there 1s inherent credit risk only for those 
contracts where there are rate changes that affect a customer’s 
position unfavorably. As the reported amount includes offset- 
ting contracts, only one half of the contractual amount will be 
subject to credit risk at any point in time and potential loss is 
limited to the unfavorable change caused by the movement in 
foreign exchange or interest rates. 


1989 1990 
Credit related arrangements: 

Guarantees and letters of credit (1) $ 6,995,000 $ 7,564,000 
Lines of credit 66,270,000 63,310,000 
Note issuance and revolving underwriting facilities 2,098,000 2,058,000 
75,363,000 72,932,000 

Foreign exchange and interest rate related contracts: 
Foreign exchange spot and forward contracts (2) 64,276,000 114,245,000 
Foreign currency and interest rate futures (3) 6,383,000 15,596,000 
Forward rate agreements (3) 7,518,000 14,715,000 
Foreign currency and interest rate options purchased (3) 4,843,000 8,983,000 
Foreign currency and interest rate swaps (4) 53,809,000 92,364,000 
Other 6) 922,000 1,715,000 
137,751,000 247,618,000 
$ 213,114,000 $320,550,000 


(1) Guarantees and letters of credit include those issued on behalf of corpo- 
rations in which the bank owns 10 to 50 per cent of the voting shares, 
amounting to $15,287 (1989: $27,177). 

(2) Amounts reported are based on contracts to purchase Canadian and for- 
eign currencies including undelivered spot positions. 

(3) In most instances these contracts are used to manage the foreign 
exchange and interest rate risks associated with completed transactions 
recorded on the consolidated statement of assets and liabilities or antici- 
pated transactions. The measurement of risks associated with these con- 
tracts is only meaningful when all related and offsetting transactions are 
identified. 

(4) Only the notional principal amount of outstanding foreign currency 


18. Long-Term Commitments for Leases 
($ thousands) 


and interest rate swap transactions is reported. The amount at risk from 
these transactions can be estimated by determining the cost, on a pre- 
sent value basis, of replacing at current market rates all those outstand- 
ing contracts on which the bank would incur a loss in replacing the 
contracts. This amount will vary during the term of the swaps as a func- 
tion of maturity and market rates and is significantly less than the 
notional principal amount. 


(5) Includes precious metal forwards, futures and purchased options; equi- 


ty futures and purchased options; debt security options purchased; 
repurchase agreements. 


(6) The above amounts are reported as at October 31, except for lines of 


credit which are reported as at September 30. 


The bank has obligations under long-term non-cancellable leases for buildings and equipment. Future minimum lease payments 
for such commitments for each of the five succeeding years and thereafter are as follows: 


Buildings Equipment Total 
IRAN $111,878 $25,627 $137,505 
1992, 107,615 15,451 123,066 
1993 98,992 5,033 104,025 
1994 91,717 1,153 92,870 
1995 83,731 216 83,947 
1996 and thereafter 919,443 - 919,443 


Total rental expense in respect of buildings and equipment charged to income for the year was $240,436 (1989: $208,671). 


19. Contingent Liabilities 


Various actions and legal proceedings arising from the normal Management of the bank considers the aggregate liability, if 
course of business are pending against the bank and its subsidiaries. any, of these actions and proceedings, is not material. 
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Condensed Financial Statements of Certain Subsidiaries 
which are included in the consolidated financial statements of the bank 
(annexed in accordance with Section 215 (3)(e) of the Bank Act). 


CIBC Mortgage Corporation 


Balance Sheet 
as at October 31, 1990 


(in thousands of dollars) 1989 1990 
Assets 
Securities $ 1,747,496 $ 2,086,367 
Mortgage loans 20,746,530 24,683,424 
Other assets 169,029 254,686 
$22,663,055 $27,024,477 
Liabilities and Shareholder’s Equity 
Payable to CIBC $ 933,446 $ 890,291 
Deposits payable after notice 25) DS 9°935,612 
Deposits payable on a fixed date 11,724,932 13,922,894 
Other indebtedness 327,897 318,979 
Other liabilities 705,229 927,954 
Shareholder’s equity: 
Capital stock 720,000 920,000 
Contributed surplus Tis Ue 
Retained earnings 126,348 108,672 


Statement of Income and Retained Earnings 
tor the year ended October 31, 1990 


$22,663,055 


$27,024,477 


(in thousands of dollars) 1989 1990 
Interest income $2,335,046 $3,034,661 
Other income 4,004 4,066 
2,539,050 3,038,727 

ess: 
Interest expense — CIBC 170,704 112,857 
other 1,846,859 2,523,544 
Onigination, administrative and servicing fees — CIBC 261,269 326,705 
Operating expenses 38,170 45,276 
217002 3,008,382 
Net income before income taxes 22,048 30,345 
Income taxes eels 13,298 
Net income for the year 14,312 17,047 
Retained earnings at beginning of year 128,859 126,348 
143,171 143,395 
Dividends on preferred shares 16,823 34,723 
Retained earnings at end of year $ 126,348 $ 108,672 


Notes: 


(1) The corporation is subject to the provisions of the Loan Companies Act (2) The bank owns the entire capital stock of CIBC Mortgage Corporation 
(Canada). The bank acts as the corporation’s sole agent in acquiring first which consists of preferred shares of $420,000,000 (1989: $220,000,000) 
mortgage loans and securities, and in promoting and selling the corpora- and common shares of $500,000,000. 


tion’s deposit liabilities which are guaranteed by the bank. 
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Condensed Financial Statements of Certain Subsidiaries 


CIBC Leasing Limited 


Balance Sheet 
as at October 31, 1990 


(in thousands of dollars) 1989 1990 
Assets 
Net investment in lease and finance receivables $591,145 $614,049 
Fixed assets less accumulated depreciation 549 594 
Receivable from CIBC 462 3 
Other assets 321 899 
$592,477 $615,545 
Liabilities and Shareholder’s Equity 
Payable to CIBC $925,992 $ 40,576 
Secured notes payable 453,486 453,061 
Other liabilities 20,034 23,884 
Shareholder’s equity: 
Capital stock 77,000 77,000 
Retained earnings 15,965 21,024 
$592,477 $615,545 


Statement of Income and Retained Earnings 
for the year ended October 31, 1990 


(in thousands of dollars) 1989 1990 
Income $63,939 $74,587 
Less: 

Interest expense — CIBC 1205 1,597 

— other 45,190 52,740 

Selling and administrative expenses — CIBC we) 1,060 

— other 5,470 5,589 

Provision for bad debts 702 3,574 

Doc 64,560 

Net income before income taxes MO 7/ 10,027 

Income taxes 4,657 4,968 

Net income for the year 57/20 5,059 

Retained earnings at beginning of year 10,245 15;965 

Retained earnings at end of year $15,965 $21,024 
Notes: 

(1) The company is engaged in direct finance leasing and providing com- (2) The bank owns the entire capital stock of CIBC Leasing Limited which 

mercial finance by way of conditional sales contracts. consists of preferred shares of $77,000,000 and common shares of $300. 
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Subsidiaries and Other Corporations 
in which the bank owns more than 10 per cent of the voting 


shares as at October 31, 1990 (annexed in accordance with 
Section 216 (4) of the Bank Act). 


Book value Per cent of issued 


of voting shares 


and outstanding 


owned by voting shares 
Address of Head or the bank owned by 
Name Principal Office ($ thousands) the bank 
CIBC Asset Trading Inc. Toronto, Canada $ 15,000 100.0 
CIBC Capital Corporation Ltd. Toronto, Canada note (2) 100.0 
CIBC Development Corporation Toronto, Canada $ 1 100.0 
CIBC Investment Management Corporation Toronto, Canada $ 28 51.0 
CIBC Leasing Limited Toronto, Canada note (2) 100.0 
CIBC Mortgage Corporation Toronto, Canada $502,668 100.0 
CIBC Securities Inc. Toronto, Canada $ 25,000 100.0 
CIBC Venture Capital Corporation Toronto, Canada $ 7,876 100.0 
CIBC Ventures Inc. Toronto, Canada note (2) 100.0 
The CIBC Wood Gundy Corporation Toronto, Canada $203,323 71.98) 
Holding company for: 
Wood Gundy Inc. 
Wood Gundy Corp. 
The Dominion Realty Company Limited Toronto, Canada $ 44,000 100.0 
Holding company for: 
McKinnon Properties Limited 
Stornoway Investment Limited 
Edifice Dorchester-Commerce Inc. Montreal, Canada $ 26,260 100.0 
Imbank Nominees Limited Toronto, Canada note (2) 100.0 
Imbank Realty Company Limited Toronto, Canada $ 250 100.0 
Beaufort Sea Programme Limited Calgary, Canada note (2) 25:0) 
Chargex Ltd./Chargex Ltée Ottawa, Canada note (2) 25.0 
Export Finance Corporation of Canada Limited Toronto, Canada $ 7 eye 
Notes: o 
(1) Book value of voting shares of subsidiaries is shown at cost and that of — (3) Based on total shares issued adjusted for employee shares repurchased 
associated corporations (20 to 50 per cent owned companies) is shown and not yet redistributed by the subsidiary. 
at equity. 


(2) The book value of voting shares owned by the bank in each of these 
corporations 1s less than one thousand dollars. 
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Subsidiaries and Other Corporations 


Name 


Address of Head or 
Principal Office 


Book value ©) 
of voting shares 
owned by 
the bank 
($ thousands) 


Per cent of issued 
and outstanding 
voting shares 
owned by 

the bank 


Canadian Imperial Bank of Commerce 
(International) S.A. 
Holding company for: 
Canadian Imperial Management S.A. 


CIBC Leasing S.A. 
CIBC Properties SARL 


Paris, France 


Canadian Imperial Bank of Commerce (Suisse) s.a. 


Geneva, Switzerland 


$ 13,776 


100.0 


$ 36,304 


100.0 


Canadian Imperial Holdings Inc. 

Holding company for: 

Canadian Imperial Bank of Commerce 
(California) 

Canadian Imperial Bank of Commerce 
(New York) 

CIBGilne 
CIBC Capital Corporation 

CIBC Leasing Inc. 


Wilmington, U.S.A. 


$428,107 


CIBC Asia Limited 


Singapore 


$ 6,846 


100.0 


100.0 


CIBC Australia Holdings Limited 
Holding company for: 


CIBC Australia Limited 
CIBC Australia Securities Limited 
CIBC New Zealand Securities Limited 
Martin Corporation Services Pty. Limited 
Sital Pty. Limited 

Wood Gundy Pty. Limited 


Sydney, Australia 


$ 40,016 


100.0 


CIBC Finanz AG 


Zurich, Switzerland 


Daegheo 


CIBC Finanziaria S.p.A. 
Holding company for: 
CIBC Euroleasing S.p.A. 


Milan, Italy 


CIBC Holdings (Cayman) Limited 


Holding company for: 


Canadian Imperial Bank of Commerce Trust Company 
(Bahamas) Limited 
Canadian Imperial Fund Managers (Cayman) Limited 
CIBC Bank and Trust Company (Cayman) Limited 
CIBC (Hong Kong) Limited 
CIBC Servicos Ltda. 
CIBC Bank and Trust Company 
(Channel Islands) Limited 
CIBC Trust Company (Channel Islands) Limited 
CIBC Management Services (Guernsey) Limited 
CEF New Asia Company Limited (25%) 
CEF Holdings Limited (50%) 


Grand Cayman, 
Cayman Islands 


$ 5,643 


100.0 
100.0 


$ 24,311 


Note: 


(1) Book value of voting shares of subsidiaries is shown at cost and that of 
associated corporations (20 to 50 per cent owned companies) is shown 


at equity. 
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100.0 


Book value Per cent of issued 


of voting shares and outstanding 
owned by voting shares 
Address of Head or the bank owned by 
Name Principal Office ($ thousands) the bank 
CIBC Holdings GmbH Frankfurt, Germany $ 3,845 100.0 
Holding company for: 
Canadian Imperial Bank of Commerce 
(Deutschland) AG 
M&A Consult GmbH (75%) 
CIBC Insurance (Barbados) Limited Bridgetown, Barbados $ 3,000 100.0 
CIBC Jamaica Limited Kingston, Jamaica $ 805 DD 
Holding company for: 
CIBC Trust Jamaica Limited 
CIBC Trust (Barbados) Limited Bridgetown, Barbados $ 212 100.0 
CIBC (U.K.) Holdings Limited London, England $ 397,946 100.0 
Holding company for: 
CIBC Corporate Finance Limited 
CIBC Finance ple 
CIBC International Trust Limited 
CIBC Investment Management Limited 
CIBC Limited 
CIBC Mortgages plc 
CIBC Services Limited 
CIBC Unit Trust Managers plc 
Bank of Commerce Trinidad and Tobago Limited Port of Spain, Trinidad $ 12,908 48.4 
Ciclad Investissements S.A. Neuilly Cedex, France Mw  Spsilsi IO 


Note: 
(1) Book value of voting shares of subsidiaries is shown at cost and that of 
associated corporations (20 to 50 per cent owned companies) is shown 


at equity. 
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» Management’s Discussion and Analysis 
of Operating Results and Financial Condition 


Operating Results 
1988 1089 1990 

Net income ($ millions) $591 $450 $802 
Net income applicable to 

common shares ($ millions) $540 oo 3998") $709 
Earnings per common share (dollars) $3.34 $2.28 $4.03 
Return on assets 0.65% 0.46% 0.74% 
Return on common equity 14.50% 93 715.8 2% 


Overview of 1990 and 1989 Results 


CIBC’s net income for the year ended October 31, 1990, was 
$802 million, a substantial increase of $352 million over 1989 
net income. 

Last year’s results included an additional loan loss provi- 
sion of $538 million ($310 million after tax) which increased 
total general country risk provisions to 100 per cent of loans to 
designated lesser developed countries (LDCs), except Mexico. 
The Mexican debt has been converted to government bonds 
backed by U.S. Treasury securities. Our actions in 1989 
ensured that the LDC problem 1s behind us and our current 
objective is to maximize the recovery of the LDC debt 
through sales and swaps. 

Other factors contributing to the improved 1990 net 
income were higher net interest income resulting from growth 
in average assets, continued expansion in other income and 
$126 million ($72 million after tax) recovered on the sale of 
fully provisioned LDC loans. These favorable factors were 
partially offset by increases in non-LDC loan losses and non- 
interest expenses as well as losses incurred by our investment 
dealer, Wood Gundy. Our share of Wood Gundy’s 1990 
losses amounted to $58 million, which included costs related to 
the acquisition and integration of Merrill Lynch’s retail busi- 
ness in Canada as well as costs associated with the restructuring 
of operations. 
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Turning now to 1989, net income was $450 million, a 
decrease of $141 million from 1988, mainly the result of the 
increase in LDC loan loss provisions referred to earlier. Outside 
of the LDC provisions, CIBC recorded a strong performance in 
1989. The buoyant consumer loan and mortgage markets and 
lower level of non-performing loans were responsible for 
increases 1n net interest income and margins. The growth in 
fees and credit card business contributed to an improvement 
in income from non-interest sources. Wood Gundy’s contri- 
bution to our operating results in 1989 was a small profit. 

A perspective on the economic environment is given on 
the facing page. Any realistic outlook for economic conditions 
in North America and some other parts of the world, for the 
immediate future, must consider the prospects of a deteriorating 
business environment. Clearly, financial institutions would be 
affected by such an environment, as would their customers and 
clients. The result of an extended recession on business in gen- 
eral would be an increase in bankruptcies which would reflect 
in higher loan losses recorded by financial institutions. Such 
periods could also result in interest rate volatility, impacting 
growth in net interest income. 

Under these economic conditions, CIBC’s approach will 
be to exercise caution in our business plans and to ensure that 
our corporate governance is maintained at the highest level. We 
are entering 1991 with an emphasis on cost control. 
Nevertheless, we believe that there may be opportunities for 
strengthening our organization. At a time when many financial 
institutions around the world are experiencing severe difficul- 
ties, our financial condition 1s stronger than ever. The quality of 
our asset portfolio, the broad base of deposits, the strength of 
our capital and last, but not least, the commitment of our 
people, put us in a position to face the future with confidence. 


A Perspective on the Economic Environment 


Over the past year, the economic and political fabric of the 
world has undergone its most fundamental transformation since 
World War II. The Iron Curtain dividing Europe has been torn 
down. Democratic political systems are emerging which will 
create an opportunity for market forces to shape viable eco- 
nomic systems. As well, and to a greater extent than ever, coun- 
tries are recognizing that increased access to global markets is a 
key to long-term prosperity. This change in attitude is reflected 
in Western Europe’s move toward economic unity by 1992. In 
North America, heightened awareness of the need to expand 
into larger markets was apparent in the move by Canada and the 
United States to negotiate a free trade agreement, and more 
recently by the interest in Mexico to enter into a similar trading 
relationship with the United States. While the positive effects of 
these developments will probably be overshadowed by more 
immediate concerns, they will undoubtedly create significant 
opportunities 1n the future. 

By early 1990 there was increasing evidence that the world 
economy was slowing. Although initially this was more clearly 
discernible in North America and the United Kingdom, by 
mid-1990, continental Europe and Japan, as well as other Asian 
economies began to show signs of weakening. Inflation, fre- 
quently a concern toward the end of a period of sustained 
growth, was increasing, prompting monetary authorities to 
adopt a more restrictive policy stance. Partly as a result of this 
tightening, the prospects for consumer spending and business 
investment were expected to be quite limited throughout 1990. 

In the United States, overall economic activity was rela- 
tively weak in the first half of 1990, reflecting slower consumer 
spending and a pullback in business investment. Despite the 
weak economy, inflation remained a serious problem, with the 
core rate of inflation (excluding food and energy), averaging 
4.8 per cent year-over-year in the second quarter. In the third 
quarter, the Iraqi invasion of Kuwait, which triggered a sharp 
escalation in oil prices and a buildup of U.S. troops in the 
Persian Gulf, overshadowed the outlook for the U.S. economy. 
Initial reaction to the higher oil prices sent consumer confidence 
to an eight year low, intensified financial market volatility and 
caused a sharp increase in inflation. 

Looking ahead to 1991, the damage to the U.S. economy 
resulting from higher oil prices, in terms of both inflation and 
faltering consumer and investor confidence, will continue until 
there is a resolution to the Middle East crisis. Indeed, it appears 
likely that recent developments will push the U.S. economy 
into a recession in the early part of the new year. In the first half 
of 1991, assuming a resolution of the Persian Gulf crisis and 
lower oil prices, reduced inflationary pressures and slow growth 
should bring about lower interest rates, setting the stage for a 
recovery during the second half of the year. 
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Turning to Canada, through 1990, the monetary authori- 
ties, attempting to reduce inflationary pressures, continued to 
maintain a more restrictive policy stance than was the case in the 
United States. While this policy has resulted in a slightly lower 
rate of inflation in Canada than in the United States, it has also 
been responsible for a more pronounced slowing of consumer 
spending and investment. As well, it has contributed to an 
appreciation in the Canadian dollar vis-a-vis the U.S. dollar, 
adversely affecting the growth of exports. Probably the hardest 
hit sectors of the economy were housing and manufacturing. By 
the middle of the year, it was apparent to many observers that 
the Canadian economy had entered a recession. 

The easing in monetary policy by the Bank of Canada since 
July of 1990 and the resultant decline in short-term interest rates 
should have had a positive impact on economic activity. 
Unfortunately, the effect of this stimulus was offset by the uncer- 
tainty caused by the surge in oil prices as a result of the Middle 
East crisis. In addition, sharply slower U.S. growth contributed to 
the weakening in Canada’s performance in the latter part of 1990. 

In 1991, the economic prospects for Canada appear quite 
limited, particularly in Ontario, and there is a definite possibility 
that the economic recession, which appears to have started in the 
spring of 1990, could persist into the first half of the new year. 
Faced with a surge in retail prices stemming from the imposition 
of the Goods and Services Tax (GST), together with the con- 
tinued impact of higher oil prices, the monetary authorities are 
likely to avoid any significant easing of monetary policy until 
inflation shows clear signs of moderating. However, Canadian 
rates, particularly long-term rates, could track corresponding 
USS. rates downward. At the same time, the large federal deficit 
precludes the use of fiscal policy to provide significant stimulus 
to the economy. During the first half of 1991, all sectors of the 
economy are expected to be weak. 

Once the impact of the GST has diminished and oil prices 
have fallen back from the high levels reached in the fall of 1990, the 
effect of the slowdown in overall demand should cause inflation to 
decline. In response to this decline, monetary policy should ease 
further, triggering a decrease 1n interest rates which should lead to a 
recovery in economic growth in the latter part of 1991. 

Although the prospects for Europe and Japan are brighter 
than those for North America, the world economic climate 
generally has not been as uncertain since 1981. Looking ahead, 
although we do not at present envision a recession as severe or 
as prolonged as that which occurred in 1982, the economic 
environment will remain quite difficult throughout the first half 
of 1991. 


Interest Income 
by major asset category, taxable equivalent basis 


$ millions 1988 1989 1990 
Canadian mortgage loans $1,676 20% $ 2,096 21% $22,098 22% 
Canadian personal loans 1,432 17 1,802 18 papa ia| 18 
Canadian business loans 2,036 5} Oe, Dy] 3,022 26 
Other loans 1,691 Pe 1,986 19 2,304 20 
Securities 139 9 1,066 10 1,198 10 
Deposits with banks 499 6 520 5 484 4 
$8,267 100% $10,172 100% $11,717 100% 


Interest Income 
by location, taxable equivalent basis 


$ millions 1988 1989 1990 
Canada $6,097 74% $ 7,792 77% $ 8,917 76% 
United States 972 12 971 9 980 8 
Europe 645 8 770 8 1,125 10 
Asia and Pacific 294 3 357 3 479 4 
Other countries 259 3 282 3} 216 D 
$8,267 100% SLOT 100% $11,717 100% 


Interest Income 


CIBC’s interest income is derived from earning assets such as 
mortgages, personal and business loans, securities and deposits 
with banks. For discussion and comparative purposes, interest 
income is reported on a taxable equivalent basis, that is, certain 
tax-exempt income is converted to an equivalent pre-tax 
amount so that measurement of all income 1s on a comparable 
basis (see page 50, Annual Perspective, note 2). 

During 1989 and through most of 1990, the mortgage and 
personal loan markets continued to expand rapidly as growth in 
interest income from these combined sources exceeded 20 per 
cent in both years. Canadian business loans also showed good 
growth in 1990, contributing an increase of $320 million to 
interest income. Other loans, mainly business loans outside 
Canada, showed an increase of 16 per cent 1n interest income 
over 1989, augmented by the purchase during the year of 
approximately $700 million in high quality media and commu- 
nications loans from the Bank of New England. In the latter part 
of 1990, the Canadian consumer loan market experienced some 
softness mainly due to the high cost of borrowing and the threat 
of a recession in the economy. In contrast to consumer lending, 
business loan demand continued strong for the whole year. 

Securities and deposits with banks were also important con- 
tributors to interest income. The increase in interest income 
from securities came from both higher volumes and better yields 
on our portfolio. Income from deposits with banks moved 
marginally higher in 1989 then declined in 1990 as a result of ini- 
tiatives to reduce the level of these low-yielding assets. 

The majority of CIBC’s interest income is earned in 
Canada, with substantial amounts also earned in the United 
States and Europe. The 1990 increase in Europe is mainly in 
the United Kingdom. 
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Interest income on non-performing loans was consider- 
ably down in 1990 compared with the previous two years. In 
1988 and 1989 significant amounts of interest were received on 
non-performing Brazilian loans, whereas a nominal amount 
was received in 1990. The remaining decrease in 1990 reflect- 
ed interest recovery from one non-performing loan which 
accounted for $35 million of the 1989 interest recorded on 
non-performing business loans, while one other loan account- 
ed for $54 million of the 1988 recoveries. We do not anticipate 
any significant receipts of interest from the non-performing 
LDCs in the near future. 


Interest Recorded as Income on Non-Performing Loans 


$ millions 1988 1989 1990 
Interest on non-performing loans 
(net of reversals) 
Business loans and other tO mn EO ol 
Consumer plans and Visa 2 2 - 
Renegotiated reduced 
rate loans 3 2 1 
Canada 67 40 2 
Brazil 122 120 1 
Other countries 11 9 11 
Outside Canada 133 129 iL? 
$ 200 $ 169 $ 14 
Average non-performing loans 
(net of applicable provisions) 
Canada led 0) See peoL© $544 
Outside Canada 482 455 269 
las —  ASILAO SSI $813 
Yield on non-performing loans 
Canada 5.1% 6.9% 0.3% 
Outside Canada DIAG DRM) 4.4 
2% 16.4% WIG 


Net Interest Income and Margin 


Net interest income includes interest and dividends earned 
on assets less interest paid on deposits and debentures. For the 
year ended October 31, 1990, net interest income on a taxable 
equivalent basis was $3.1 billion, an increase of $77 million 
over 1989. 

Net interest margin 1s net interest income (taxable equiva- 
lent basis) expressed as a percentage of average assets. Net 


Average Balance Sheet, Net Interest Income and Margin 
taxable equivalent basis 


interest margin declined in 1990 to 2.86 per cent. The reduc- 
tion in net interest margin is consistent with the experience of 
the financial services industry i in general. In the case of CIBC, 
the major causes for the reduction included the impact of high- 
er interest rates, the shift by depositors to higher-yielding 
accounts and increased use of wholesale funding, as well as 
reduced interest receipts from non-performing loans. 


Average balance Interest Average rate 
$ millions 1988 1989 1990 1988 1989 1990 1988 1989 1990 
Assets 
Earning assets 
Deposits with other banks 
— booked in Canada SS DANS SS SAOOSS Dona 8 255 8 230 48  io7 7.42% 7.67% 8.04% 
— booked outside Canada 3,245 3,263 3,511 244 290 Sl 7/ IS2 8.89 9.03 
Securities 
— booked in Canada 5,959 7,060 7,208 S27 814 861 8.84 lL 11.95 
— booked outside Canada 1,946 2,364 2,971 206 Dey 337 10.59 10.66 Hal Sy! 
Loans 
— booked in Canada 48,484 53,161 59,109 5,299 6,734 7,862 10.93 12.67 13330 
— booked outside Canada 17,333 15,324 18,532 NWS 1,852 PAS LT/e) 10.02 12.09 ls} 
Total earning assets 80,405 84,172 93,408 2261/2 eel eo/ali7 10.28 12.08 ipey:! 
Other assets 103927 13:214 14,983 ~ — - - _ = 
Total assets $91,332 $97,386 $108,391 $8,267 LO 725 hie 77 9.05% 10.45% 10.81% 
Liabilities 
Interest-bearing liabilities 
Demand deposits 
— booked in Canada 8 DDS 8 SVN SS Bez $ 125 $ 180 $ 208 DANY — Sl 2% 3.59% 
— booked outside Canada 407 400 695 5 12 50 1:23; 3.00 7.19 
Notice and term deposits 
— booked in Canada 46,418 50,762 56,965 3,465 4,678 5,716 7.46 9.22 10.03 
— booked outside Canada 21,342 19,036 22,399 LA 1,950 2,388 8.30 10.24 10.66 
Total deposits 73,962 75,969 85,850 5,366 6,820 8,362 HS 8.98 9.74 
Bank debentures 1,498 1,827 1,768 138 161 150 921 8.81 8.48 
Other interest-bearing 
liabilities 1,014 1,341 763 V2, 164 101 - — = 
Total interest-bearing liabilities Or ARO oy ee OOsO ol Sy SyKS) VMAS 8,613 7.29 9.03 9.75 
Other liabilities 10,493 13,421 14,553 - = = = = - 
Shareholders’ equity 4,365 4,828 5,457 = = ~ = = - 
Total liabilities $91,332 $97,386 $108,391 SRO 8h Halls) BS feels} 6.10% 7.34% 7.95% 
Net interest income/margin $2,691 $3,027 $ 3,104 2.95% 3.11% 2.86% 


Jement’s Discussion and Analysis 


Changes in Net Interest Income 
taxable equivalent basis 
$ millions 


1989 compared with 1988 


1990 compared with 1989 


Increase (decrease) 
due to change in: 


Increase (decrease) 
due to change in: 


Average Average Total Average Average Total 
balance rate change balance rate change 
Earning assets 
Deposits with other banks $ (33) $ 0654 ny il $ (58) a3 2 $ (36) 
Securities 55 178 399) 88 44 152, 
Loans 295 1,256 13551 ii ape Dg fp 1,449 
Total earning assets $ 417 $ 1,488 $ 1,905 $1,207 $ 338 $ 1,545 
interest-bearing liabilities 
Demand deposits joel $ (63) $462) $ (10) $ (56) $ (66) 
Notice and term deposits (162) (1,230) (1,392) (953) (523) (1,476) 
Total deposits (161) (1,293) (1,454) (963) (579) (1,542) 
Bank debentures (29) 6 (23) 5 6 11 
Other interest-bearing liabilities (28) (64) (92) 76 (13) 63 
Total interest-bearing liabilities $(218) $(1,351) $(1,569) $ (882) $(586) $(1,468) 
Change in net interest income $ 199 Sant 37 $ 336 se Be $(248) $4 77 


As can be seen in the above table, lower interest margins in 
1990 reduced net interest income by $248 million, substantially 
offsetting the positive impact of asset growth. 

In 1989, net interest income grew by $336 million or 12 
per cent over the previous year. Net interest margin also 
improved from 2.95 per cent in 1988 to 3.11 per cent in 1989. 
The increase in CIBC’s net interest income 1n 1989 came from 
both higher volumes and improved net interest margins to the 
extent of $199 million and $137 million, respectively. 
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CIBC is positioned to benefit, in a limited way, if interest 
rates move downward in 1991. Actual net interest margin, 
however, could be affected by the uncertainty surrounding the 
economic environment, particularly in North America. As 
well, difficult business conditions could impact the level of non- 
performing loans which also affects net interest margins. 


Provision for Loan Losses 


$ millions 1988 1989 1990 
Mortgages in Canada ees $ - So03 
Personal loans to Canadians 81 alD iA 
81 112 174 
Canadian businesses: 
Trades and services 34 99 96 
Manufacturing 33 10 25 
Construction and 
development 26 1 (3) 
Real estate operators - (3) 2, 
Agriculture 34 20 10 
Natural resources (112) 16 2 
Transportation and 
communications 2 3} 2 
Other 1 7 8 
18 5S 142 
Outside Canada (excluding LDCs): 
United States BS 18 44 
Other countries 36 30 20 
91 48 64 
Total provision before loans 
(g@ ILIDXCS 190 e138 380 
Loans to designated countries 303 662 (126) 
Total provision for loan losses $493 $975 $254 


Provision for Loan Losses 


The total provision for loan losses was $254 million in fiscal 
1990, $721 million below the 1989 amount. In 1990, however, 
losses were net of $126 million recovered from the sale of LDC 
loans, while in 1989 loan losses included LDC provisions of 
$662 million, consisting of $124 million loss on the sale of loans 
and $538 million of additional provisions as discussed earlier in 
the Overview. Before LDC provisions, loan losses amounted 
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to $380 million, 21 per cent higher than the losses sustained in 
1989. Deteriorating economic conditions contributed to the 
increase in the 1990 loss experience, with personal loans to 
Canadians and business loans in the United States particularly 
affected. 

In 1989, loan losses on CIBC’s credit business (excluding 
LDCs), amounted to $313 million, an increase of $123 million 
over 1988. However, if the recovery of $124 million on one 
loan in 1988 is excluded, 1989 losses were essentially unchanged 
year-over-year. 

Losses on personal loans to Canadians increased by 53 per 
cent in 1990 following a 38 per cent increase in 1989. Personal 
loans are all lending made to individuals, usually to finance con- 
sumables and durable goods, excluding mortgage financing, and 
including credit card receivables. The effects of the weakened 
Canadian economy have hit retail lending particularly hard, 
resulting in an increase in delinquency and default rates. This 
situation 1s being monitored closely to ensure that losses will be 
kept to a minimum. 

Losses on our Canadian business loan portfolio in 1990 
were lower than in 1989 by $11 million. Lower losses were 
experienced particularly in the agriculture and natural resources 
sectors. Loss provisions and direct write-offs in the trades and 
services sector were also slightly lower in 1990. The overall 
credit quality of the loan portfolio remains strong; losses on 
Canadian businesses in 1990 were only 0.6 per cent of total 
business loans in Canada compared with a ratio of 0.7 per cent 
for 1989, 

Excluding the LDCs, our losses in international lending 
increased by 33 per cent to $64 million in 1990. The increase 
occurred in the United States where losses of $44 million repre- 
sented a significant increase over the relatively favorable perfor- 
mance in 1989. However, the 1989 loss amount reflected a 
substantial recovery on one loan. Losses from loans in other 
countries declined in 1990, following a similar decline in 1989. 

The outlook for the future is dependent on the severity of 
the current recession. 


Discussion and Analysis 


Management s 


Other Income 


$ millions 1988 1989 1990 
Service charges $272 $ 294 $ 334 
Commissions on 
securities transactions 104 206 226 
Loan fees 174 196 200 
Foreign exchange, bullion 
and swap trading 167 187 236 
Visa (VAL 134 148 
Other 145 185 231 
$973 $1,202 $1,375 
Other Income 
by location 
$ millions 1988 1989 1990 
Canada $806 $1,005 $1,167 
United States 97 90 91 
Europe 34 51 44 
Asia and Pacific 15 12 21 
Other countries Zit 44 52 
$973 $1,202 $1,375 


Other Income 


Other income is an increasingly important source of revenue to 
CIBC. In 1990, other income increased by 14 per cent to $1.4 
billion. The main components of other income are summarized 
in the first table above. 

Service charges flow from financial services rendered with 
respect to CIBC’s business and personal deposit accounts. 
Revenue from service charges rose 14 per cent in 1990 to $334 
million, following eight per cent growth in 1989. Increased 
usage of automated banking machines (ABMs), generally higher 
transaction volumes and increases 1n service charge rates con- 
tributed to the 1990 growth. CIBC increased its ABM network 
by 515 to 1,914 machines during 1990, following the addition 
of 412 units in 1989. 

Commissions on securities transactions rose in 1990, 
despite softness in the retail and institutional sectors of the equity 
markets, principally due to the acquisition by Wood Gundy of 


28 


Merrill Lynch’s Canadian retail business in January 1990. Wood 
Gundy has been an important source of other revenue since its 
acquisition in June 1988. Wood Gundy contributed $186 mil- 
lion in 1989 and $204 million in 1990 to other income, mainly 
through commissions. 

Loan fees in 1990, at $200 million, were flat year-over-year, 
following a 13 per cent increase in 1989. The level of loan fees in 
1990 was affected by the reduction in the number of mergers and 
acquisitions commencing in late 1989. In contrast, corporations 
continued to find bankers’ acceptances an attractive funding 
source in 1990 and the growth in associated fees helped to offset 
the decline in other loan fees. As well, our services relating to let- 
ters of credit and guarantees to facilitate domestic and interna- 
tional trade and commerce were in great demand. 

Substantial continued growth in revenue from the retail 
and wholesale trading of foreign currencies together with 
increased revenues from bullion and financial futures trading 
contributed to the improvement in foreign exchange income 
in 1990. 

Visa includes both merchant discount revenue and user 
transaction and annual fees. This income rose 10 per cent in 
1990 after a 21 per cent growth in 1989. Some moderation in 
retail credit demand was experienced in late 1990. Merchant 
discount revenue contributes the majority of CIBC’s Visa 
income. 

Other items of non-interest income comprise fees earned 
on mortgage services, funds transfer, computer services such as 
payroll accounting, and other commercial services. Income 
from most of these revenue sources increased during both 1989 
and 1990. 

As can be seen in the second table above, most of our 
income from non-interest sources 1s earned in Canada where 
CIBC is one of the major providers of retail and commercial 
financial services and products. Other income earned outside 
Canada is a smaller, but still important, portion of the total and 
reflects the global availability of CIBC financial services. 

Despite the present depressed Canadian economy and a 
high interest rate environment, we see continued growth in 
CIBC’s other income, albeit at a slower rate. Initiatives are 
under way to improve on the already high standards of financial 
services we provide and to develop innovative fee-based ser- 
vices not widely available in the North American markets. 


Non-Interest Expenses 


$ millions 1988 1989 1990 
Personnel AS 2 $1,433 $1,625 
Computer 141 167 218 
Premises and equipment 189 246 314 
Business and property taxes 88 of iG KS) 
Communications and travel 109 123 138 
Other expenses S17 396 434 

$2,065 $2,462 $2,848 


Non-Interest Expenses 


All operating costs of CIBC except for interest expense, loan 
loss provisions and income taxes are charged as non-interest 
expenses to the income statement. 

Non-interest expenses rose 16 per cent in 1990 to $2.8 bil- 
lion. Expenses related to the Mernll Lynch Canadian retail busi- 
ness acquired in January accounted for approximately $50 
million of the year-over-year increase. Non-interest expenses in 
1990 also included costs of $27 million associated with the 
restructuring of Wood Gundy and the integration of the Merrill 
Lynch retail business. 

Personnel related costs comprised 57 per cent of total non- 
interest expenses in 1990. Personnel costs rose 13 per cent in 
1990 compared with 17 per cent in 1989. Primary factors 
accounting for the 1990 increase were higher benefit costs, 
including the new health tax in Ontario, and extended hours in 
our branches. Personnel costs in 1990 also included severance 
costs associated with the restructuring of the Wood Gundy 
operations. The large increase in personnel costs in 1989 
included the full year effect of Wood Gundy operations com- 
pared with four months in 1988. 

Increases in our computer, and premises and equipment 
expenses reflect our commitment to technology. Computer 
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costs include data processing services, software and communi- 
cation facilities as well as rental and depreciation of computer 
equipment including ABMs, but exclude related personnel 
costs. A heavy investment was made in communication lines in 
1990 to ensure the continuation of the highest level of service to 
our customers. In addition, in the past year, we have significant- 
ly expanded our computer facilities in Ontario and Quebec, and 
acquired a new computer site in Mississauga, Ontario, which 
will be fully operational in 1993. Costs in 1989 and 1990 were 
also impacted by significant increases in the number of ABMs. 

Premises and equipment costs rose 27 per cent in 1990 
mainly due to increases in rental of branch and office premises 
together with increased maintenance and repair costs, which 
reflect upgrades to our branch facilities and technology initia- 
tives. Expenses in 1990 included the costs associated with 
retail brokerage branch closures following the restructuring of 
Wood Gundy and the integration of the Merrill Lynch retail 
business. 

Business taxes include primarily capital and place of business 
taxes. The rapid escalation in these costs, particularly in capital 
taxes, represents the imposition of a disproportionate burden on 
financial institutions by certain provincial governments in 
Canada. The introduction of the GST plus the full year impact of 
changes in capital and other business taxes primarily in Alberta 
and Ontario will continue to exert upward cost pressures in 1991. 

Other expenses include advertising, stationery, employee 
training, federal deposit insurance premiums and professional 
fees. In total, these costs increased by 10 per cent in 1990 over 
1989. The increase in other expenses in 1989 over 1988 resulted 
from significant growth in both advertising and employee train- 
ing, as well as certain non-recurring costs totalling $25 million. 

The cost-management programs introduced in 1989 have 
been broadened and intensified during 1990. These initiatives 
will continue in 1991. 


nn and Analysis 


Taxes 
$ millions 1988 1989 1990 
Income taxes 
Provision for income taxes $436 $249 $ 513 
Taxable equivalent 
adjustment (1) 82 90 87 
518 339. 600 
Indirect taxes 
Free funds to government (2) 103 136 143 
Deposit insurance premiums 34 36 40 
Capital taxes 36 oF 51 
Municipal taxes 52 60 68 
Payroll taxes (employer portion) 54 63 82 
Sales taxes 40 59 62 
319 owl 446 
Total taxes $837 $730 $1,046 
Statutory income tax rate 47.1% 42.2% 42.4% 
Income tax provision as 
a percentage of pre-tax 
net income (effective 
income tax rate) 42.5% 35.4% 39.7% 
On a taxable equivalent basis, 
income tax as a 
percentage of net income 46.8% 42.8% 43.6% 
On a taxable equivalent basis, 
total taxes as a percentage 
of net income before 
deduction of any taxes 59.4% 63.3% 58.4% 


Notes: 


(1) See page 50, Annual Perspective, note 2. 
(2) Canadian banks and other financial institutions hold substantial amounts 


of cash. In addition, Canadian banks are required to maintain interest- 
free deposits with the Bank of Canada as part of their primary reserves. 
Both the cash and the deposits represent cost-free funding for the 
government. The cost to the bank of providing these funds was deter- 
mined using the average monthly 30-day Treasury bill rate for the year. 


Taxes 


The substantial decrease in the combined federal and provincial 
statutory income tax rate from 1988 to 1989 reflects the full 
effect of the corporate tax rate reductions arising from Phase I of 
the 1987 tax reforms. The 1990 combined statutory income tax 
rate rose by 0.2 per cent because of increased provincial taxes. 
One of the major factors influencing the bank’s effective 
income tax rate is the proportion of tax-exempt income 
included in the year’s net income before taxes. In 1990 and 
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1988, these proportions were significantly lower than in 1989 
resulting in higher effective income tax rates for those two 
years. Another significant factor impacting the effective 
income tax rate in 1990 was the lower statutory income tax 
rates applicable to foreign subsidiaries. In addition, no tax 
benefit was recorded for the Wood Gundy losses, resulting in 
an increase in the effective income tax rate of 2.9 per cent in 
1990 over 1989. 

For the reasons referred to on page 50, in note 2 to the 
Annual Perspective, CIBC measures its “true” income tax bur- 
den as a percentage of taxable equivalent net income (see table). 
The annual variation between this rate and the statutory income 
tax rate is mainly due to the tax treatment of capital gains and 
losses, and the varying tax rates applicable to subsidiaries. 

The significant increase in indirect taxes in 1990 resulted 
from new or higher provincial taxes. CIBC is now subject to 
“health” taxes imposed by Ontario and Newfoundland, and 
Ontario’s Commercial Concentration Levy. Although the esca- 
lating capital tax expense is attributable in part to the growth in 
the taxable base arising from new share issues and earnings, the 
principal contributing factor to the growth is the increase in the 
rates of tax imposed by three provinces and by the introduction 
of a capital tax on financial institutions by Alberta. 

The increase in indirect taxes from 1988 to 1989 was due 
in part to a full year consolidation of the Wood Gundy results in 
1989 and from sales taxes on increased expenditures. 

For the first time, CIBC’s total direct and indirect tax burden 
in 1990 exceeded $1 billion. We see continued growth in this tax 
burden next year. The federal Goods and Services Tax will add 
significantly to the tax costs of financial institutions as only a small 
portion of the GST paid by this industry on its purchases of goods 
and services will be recoverable as input credits. It has to be recog- 
nized also that the cost to CIBC will be not only the amount of its 
GST expense, but the additional costs in administering this tax. 

The federal and provincial governments have made 
changes in the last three years which have increased the current 
income tax payments of financial institutions. In the context of 
this trend in income taxes, it is perhaps fitting to quote from a 
Department of Finance press release dated September 6, 1990: 
“The impact of tax reform is already being felt... The large 
banks which under the previous system had paid low levels of 
tax, paid over $1 billion of federal income taxes in 1989.” The 
provinces will have realized in excess of $500 million from 
these same reforms in 1989. The provinces have also made sub- 
stantial gains from financial institutions through capital and 
other taxes. With a total tax burden approaching 60 per cent, 
we believe the tax system 1s not serving the long-term interests 
of Canadians. 


Risk Management 


The business of banking inherently involves risk, in particular 
financial risk, which is the exposure to potential financial loss. 
Such risk can arise from credit, liquidity, interest rate or foreign 
exchange exposures. Risk management policies are developed 
to control and co-ordinate the asset and liability sides of the bal- 
ance sheet, manage off balance sheet exposure and minimize 
any adverse financial effects. 

Risk management policies are established by the Risk 
Management and Conduct Review Committee comprising 
bank directors who are not officers of CIBC. The purpose of 
these policies is to manage and control credit risk and to ensure 
asset quality, especially that of the loan portfolio. 

Policies directing the management of the three other pri- 
mary types of risk — liquidity, interest rate and foreign exchange 
—are established by CIBC’s Asset Liability Committee made up 
of senior executive management. These policies are, in turn, 
reviewed and approved by the Risk Management and Conduct 
Review Committee. In combination with sound overall corpo- 
rate management, these policies help protect customers’ 
deposits and shareholders’ equity. The risk management policies 
are implemented and managed through extensive participation 
in the domestic and international financial markets. Profit 
opportunities are actively pursued within policy guidelines. 

The four primary types of risk are described in the following 
pages, along with a brief explanation of the bank’s policies on 
managing them. 

CIBC is moving towards consolidation of the risk manage- 
ment function in order to more effectively segregate risk autho- 
rization from nisk origination. 


Credit Risk Management 


Credit risk arises when there 1s reliance on a counterparty to 
honor or perform contractual obligations completely. In terms 
ofa loan, the prime credit risk is the possibility that the customer 
may be unable or unwilling to repay the principal amount bor- 
rowed, in whole or in part, or honor interest payments when due. 
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Credit Process 


The lending process of CIBC and its administration 1s tightly 
controlled through a management organization which reflects 
accountability within delineated areas of responsibility. Lending 
authority emanates from the Board of Directors to the Chief 
Executive Officer and then to the President of the Corporate 
Bank who 1s accountable for CIBC’s overall credit portfolio. 
Lending authority is further delegated by the President to the 
presidents of Individual Bank and Investment Bank, and the 
Executive Vice-President, Credit, all of whom can also delegate 
to other senior credit officers. 

Limits are set for all delegated lending authorities with con- 
trol imposed on overall country and industry limits. Credits 
exceeding delegated limits are approved centrally by the 
Corporate Bank, while credits in excess of $75 million (in 
Canadian or US. currency) are processed through a credit 
committee of senior officers and the Board of Directors. 

CIBC has a group of specialists who work in concert with 
local officers in countries where we do business. These special- 
ists are supported by a team of international economists who 
keep track of regional and country-specific economies and busi- 
ness conditions. Each country has a formula-based comparative 
rating which 1s approved by a committee of senior officers and 
used in the bank’s worldwide credit and lending process. 

CIBC’s credit process also covers ongoing monitoring of 
all lending situations, including procedures for overdue or non- 
performing accounts. The process imposes a disciplined 
approach to risk and reward, and the bank provides computer- 
based loan management techniques, formal risk rating and 
credit scoring, to enable lending officers to better assess risks and 
serve CIBC’s customers. 

The foregoing credit process applies generally to all corpo- 
rate and commercial lending, and investment banking business. 
In retail and consumer lending, the credit process requires dif- 
ferent techniques because of the large number of customers and 
smaller amounts involved. Though credit approval and delin- 
quencies are controlled on an individual basis, the quality of the 
retail and consumer lending portfolio requires supplementary 
techniques. These methods provide credit management with 
actuarial and statistical information on doubtful accounts, delin- 
quencies and write-offs of the overall portfolio for remedial 
action. In addition, such information, together with that on 
markets served by CIBC, is used by management to improve 
the credit process and standards in retail and consumer lending. 


Management's Discussion and Analysis 


Geographic Distribution of Major Assets in all Currencies » 
by location of ultimate risk and after deduction of specific provisions for losses 


$ millions, as at September 30: 1988 1989 1990 
Canada $67,280 70.5% $ 74,290 V2 $ 82,519 71.6% 
United States 11,401 1220 10,285 10.0 10,957 9.5 
United Kingdom 3,881 41 4,741 4.6 6,651 5.8 
France TaN 0.8 509 0.5 567 0.5 
Other European Community countries 1,260 3 OA 1.0 ENS 1.0 
Other European countries 482 O.5 374 0.4 652 0.5 
Europe 6,344 6m 6,645 6.5 9,026 7.8 
Brazil 815 0.9 789 0.8 607 05 
Mexico 702 0.7 621 0.6 460] 0.4 
Other Latin American countries 714 0.7 625 0.3 114 0.1 
Caribbean 973 1 1,184 il 2 1,108 1.0 
Latin America and Caribbean 3,204 BS) 2,919 2.9 2,289 2.0 
Japan 1,685 1.8 SS ike PRB ID 2.0 
Other Asian countries 976 10) 1,004 1.0 1,560 1.4 
Australia 1,389 1.4 1,848 1.8 2,240 1.9 
Other Pacific countries 267 0.3 192 0.2 137 0.1 
Asia and Pacific 4317 4.5 4.797 4.7 6,249 5.4 
Middle East and Africa 120 0.1 55 0.1 24 - 
General country risk provisions(2) (980) (1.0) (1,313) (1.3) (692) (0.6) 
Major assets 91,686 96.1 97,678 95.4 110,372 95.7 
Other items 3,702 3.9 4,724 4.6 4,953 4.3 
Total assets at September 30 $95,388 100.0% $102,402 100.0% $115,325 100.0% 
Total assets at September 30 $95,388 $102,402 $115,325 
Net change in October (700) (2,189) (1,129) 
Total assets at October 31 $94,688 $100,213 $114,196 
Of which, Canadian currency $65,628 69.3% $935 71.8% $ 79,910 70.0% 
foreign currencies $29,060 30.7% $ 28,228 28.2% $ 34,286 30.0% 
Notes: 


(1) Consists of Mexican government bonds secured by U.S. Treasury securi- (2) The general country risk provisions are against loans of a basket of 43 
ties with a par value of $476 million, carried at $372 million, and $88 mil- (1989:42) lesser developed countries designated by the Superintendent 
lion of bankers’ acceptances issued for short-term credit. of Financial Institutions as experiencing debt-servicing difficulties. 


Distribution of Major Assets by Level of Country Development 
based on World Bank classifications and after deduction of specific provisions for losses 


$ millions, as at September 30: 1988 1989 1990 
Industrialized countries $88,307 96.3% $94,953 97.2% $107,154 97.1% 
Developing countries: 
High income 1,498 1 1,559 1.6 1,971 1.8 
Upper middle income eka?) 2.6 1,520 15 1,037 0.9 
Middle income 575 0.4 847 0.9 815 0.7 
Low income 22 = act = 14 ~ 
Centrally planned countries 92 0.1 101 0.1 73 0.1 
General country risk provisions (980) (1.1) (1,313) (13) (692) (0.6) 
Major assets $91,686 100.0% $97,678 100.0% $110,372 100.0% 
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Diversification of Assets 


CIBC applies the principles of risk diversification in its lending 
business. To conform with these principles and to ensure credit 
quality and profitability, the bank’s assets are widely distributed 
throughout the world in terms of economic, geographic and 
industry sectors. Concentration of assets in any one sector or 
lending to any one borrower is limited and controlled. A discus- 
sion on the diversification of loans by geographic and industry 
sectors 1s given on page 36. 

The global distribution of assets is also a reflection of the 
business CIBC conducts in all the major financial centres of the 
world. Our customers and clients are provided with a wide vari- 
ety of financial services and products ranging from residential 
mortgages to loan syndications. 

The accompanying tables disclose the geographic distribu- 
tion of major assets of CIBC in all currencies, based on the loca- 
tion of ultimate risk and by level of country development. 
Countries where major assets exceed 0.75 per cent of total 
major assets are identified. Major assets consist of loans including 
mortgages, securities, deposits with other banks, customers’ lia- 
bility under acceptances and cash, after deduction of specific 
provisions for losses. 

The industrialized countries of North America, Europe, 
Asia and the Pacific contain over-97 per cent of CIBC’s major 
assets. The balance of the nsk is located in developing countries, 
including the designated lesser developed countries. Major 
assets in Canada are mostly denominated in Canadian dollars 
while major assets in other countries are denominated in foreign 
currencies, predominantly the U.S. dollar. 
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Country Lending 


CIBC makes available cross-border credits to individuals, busi- 
nesses, governments and other institutions in industrialized and 
developing countries as part of our efforts to support and facili- 
tate international trade and commerce. Such cross-border 
credits are made in currencies other than the local currency of a 
borrower or guarantor and are repayable in such foreign curren- 
cies to the bank. The ability of a country to repay cross-border 
credits 1s a risk to the bank. The country may lack foreign 
exchange reserves to service its cross-border borrowings on a 
timely basis and hence default on its loans. Our credit policy in 
global trade and business requires that there is constant review 
and continuous monitoring of international political, economic 
and social factors. Our prudent credit policy is to support wor- 
thy trade credits and other cross-border transactions which meet 
CIBC’s credit standards. 

The Superintendent of Financial Institutions, in recogni- 
tion of the risks in country lending, has designated a basket of 
43 lesser developed countries (LDCs) as experiencing debt- 
servicing difficulties and requiring mandatory provisions for 
losses. By the end of fiscal 1990) CIBC s: LDC debt other 
than Mexico was reduced to seven countries and amounted to 
$692 million, all of which carried 100 per cent provisions. 
The fully provisioned LDC debt includes $607 million related 
to Brazil. 

During 1988 and 1990, the Mexican loans were exchanged 
for Mexican government bonds which are secured by U.S. 
Treasury securities. The Mexican bonds are carried at U.S. $319 
million (Cdn. $372 million) and represent CIBC’s net exposure 
to the LDCs. The par value of these bonds is U.S. $408 million 
(Cdn. $476 million). 

With the LDC problem behind us, CIBC will continue to 
maximize recovery of the fully provisioned LDC debt through 
a full range of options which includes outright sales, debt-for- 
equity swaps and debt-for-debt swaps. 


Management’s Discussion and Analysis 


Liquidity Risk Management 


Liquidity management is undertaken to ensure that sufficient 
cash is available to service customer needs and meet other obli- 
gations of the bank. This prime responsibility is carried out by 
monitoring the expected inflows and outflows of funds and by 
managing sources of funding giving regard to stability and 
diversification. Policies directing the level of liquidity, as well as 
the diversification and term structure of funding sources, are 
established by the Asset Liability Committee. Liquidity is main- 
tained at a level that balances the benefit of having short-term 
assets available to meet cash requirements with the lower yields 
normally available on these short-term investments. 

Divergences between inflows and outflows of funds are 
controlled through a variety of safeguards. A degree of liquidity 
is provided by the primary and secondary reserves required by 
the Bank of Canada. During fiscal 1990, CIBC’s holding, at the 
parent bank level, of primary reserves in cash and deposits with 
the Bank of Canada, averaged $1.1 billion. Concurrently, sec- 
ondary reserves, which are maintained principally through 
holdings of Government of Canada Treasury bills, averaged 
$1.0 billion. In addition, CIBC Mortgage Corporation main- 
tains substantial reserves. 

CIBC’s large base of Canadian dollar retail deposits of 
$45.1 billion at October 31, 1990, provides a secure source of 
funding. This firmly established source means there is reduced 
pressure on cash flows and the resulting favorable liquidity posi- 
tion is maintained with less reliance on costly domestic money 
markets. 

CIBC also maintains a readily encashable portfolio of 
Canadian dollar and foreign currency securities. Of a total 
securities portfolio of $10.4 billion at October 31, 1990, $6.3 
billion had a maturity of under one year. In addition to provid- 
ing liquidity in the major currencies, this portfolio generates 
significant income through the bank’s active participation in 
global securities markets. The bank’s day-to-day cash position in 
each currency is managed locally and in aggregate, in accordance 
with policies established by the Asset Liability Committee. 

Particular emphasis is placed on diversifying funding 
sources and maintaining deposits with other banks. CIBC has 
built a broad funding base by diversifying and varying the cur- 
rencies, markets and maturities of deposits. For example, in the 
United States, the bank’s commercial paper program is one of 
the largest of any foreign bank, complementing other sources of 
funding. Also, by enhancing and expanding the range of 
products, CIBC is able to attract deposits worldwide. The bank 
also extends the maturity of funding by issuing debentures and 
other long-term debt. 

Interbank deposits facilitate liquidity management and 
assist the bank in obtaining funds from the interbank Eurodollar 
deposit markets. At October 31, 1990, CIBC had over $5.0 
billion on deposit with other banks and deposits by banks with 
CIBC amounted to $11.0 billion. 
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Foreign Exchange Risk Management 


Foreign exchange risk arises because the bank has assets and lia- 
bilities in a wide range of currencies. Unless the level of assets 
and liabilities in each currency is essentially matched, there 1s a 
risk that a movement in exchange rates may have an adverse 
financial impact. The bank manages this risk within policy limits 
set by the Asset Liability Committee, so that changes in 
exchange rates are not expected to have a material effect on 
net income. 


Interest Rate Risk Positions 


Non- 
oy Within Stone Total Over interest 
$ billions, as at October 31, 1990: 3 months months 1 year 1 year sensitive Total 
Canadian currency 
Assets — $ 32.9 $15.8 $48.7 $18.0 $13.2 $79.9 
Liabilities 39.6 iW) 52.3 93 18.3 79.9 
Gap (6.7) 3.1 (3.6) 8.7 (5.1) 0.0 
Foreign currency 
Assets _ 2a G5, 28.8 3.3 2.2 34.3 
Liabilities 26.1 4.0 30.1 1.6 2.6 34.3 
Gap (4.0) oy, (1.3) 127, (0.4) 0.0 
Total gap $(10.7) $ 5.8 $ (4.9) $10.4 $ (5.5) $ 0.0 
Total one-year gap 
as a percentage of total assets (4.3)% 


$ billions, as at October 31, 1989: 


Total gap $ (5.8) $30 S27) $ 7.9 $ (5.2) $ 0.0 
Total one-year gap 

as a percentage of total assets (2.7)% 
$ billions, as at October 31, 1988: 
Total gap $ (4.0) $13.5 $ (0.5) $ 5.2 $ (4.7) $ 0.0 
Total one-year gap 

as a percentage of total assets (0.5)% 


Note: 
The figures presented above include off balance sheet risk management 
transactions such as interest rate swaps, futures and forward rate agreements. 


Interest Rate Risk Management 


The difference in the maturities or repricing dates of the bank’s 
assets and habilities creates what 1s known as the interest rate gap 
and is the cause of interest rate riskk. When market interest rates 
change, the difference between the maturities of an asset and a 
liability means one will reprice sooner than the other. For 
example, the origination and funding of mortgages 1s one of the 
major sources of interest rate risk for CIBC. In a nising interest 
rate environment, if an interest-bearing deposit has a shorter 
maturity than an outstanding mortgage loan, higher interest will 
be paid on the deposit before the mortgage is renewed at a new, 
higher rate. Conversely, when assets have a shorter average 
maturity than liabilities, the bank will begin receiving the new 
rates on its assets before it begins paying higher interest on its lia- 
bilities. The extent of the impact on earnings depends on the 
size of interest rate changes and the maturity profile of both 
assets and habilities. 

Interest rate risk policy is established by the Asset Liability 
Committee to ensure that earnings and the long-term value of 
equity are protected, while allowing for selective profit-making 


opportunities. Forecasts of risk positions and economic indicators 
are reviewed regularly by this committee and used to develop 
interest rate risk management strategies. The total one-year gap in 
1990, as shown in the above table, is deliberately larger than last 
year’s. Similarly, the 1989 one-year gap had been managed to a 
higher level than in 1988. In 1988 and prior years, CIBC raised 
long-term funds while rates were relatively low. This action 
allowed the bank to manage its total one-year gaps in both 1989 
and 1990 without the need to raise long-term funds when rates 
were high, relying instead on new short-term funding. CIBC is 
now effectively positioned to benefit from a drop in interest rates, 
albeit in a limited way, to ensure that we are only moderately 
exposed if interest rates rise. Similarly, future gaps will be man- 
aged on the basis of prevailing and anticipated levels of interest 
rates, while still containing the gap within risk policy limits. 

Policies established by the Asset Liability Committee are 
used by local management to control operations in the money 
market centres around the world. 


Management’s Discussion and Analysis 


Financial Condition 


As at October 31, 1990, total assets of CIBC amounted to 
$114.2 billion, an increase of $14.0 billion over the previous 
year. This increase in total assets has been funded through 
increases in deposits, preferred shares, debentures and internally 
generated funds. 

The strong financial condition of CIBC is reflected in the 
quality of its assets, the soundness of its deposit base and the 
strength of its capital position. CIBC’s strength has been 
enhanced by prudent risk management policies intended to 
protect depositors and shareholders against adverse changes in 
economic conditions. 

The next two years will likely see CIBC’s recent rate of 
growth in assets being somewhat tempered. Our financial ser- 
vices operations around the world and in Canada have been in 
various stages of consolidation to fit into our business strategies of 
the 1990s. Asset growth will come from the expansion of our 
North American consumer and corporate lending business. At 
the consumer front, strategies to make CIBC the leading finan- 
cial retailer in Canada are in place and in some respects we are 
already the leader. 

The following sections will discuss changes in our major cat- 
egories of assets and liabilities. Previous sections have described in 
more detail our risk management policies and practices, and our 
operating results. 
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Loans 


CIBC’s consolidated loan portfolio at October 31, 1990, stood 
at $83.3 billion, an increase of $10.8 billion or 15 per cent from 
a year ago. The annual growth rate in 1989 was eight per cent 
or $5.2 billion over 1988. 

The main contribution to domestic growth during 1990 
came from mortgages which increased by 16 per cent, com- 
pared with growth of nearly 17 per cent in 1989. Our Canadian 
mortgage portfolio continued to expand during 1990 although 
at a slower pace in the later months as the downturn in real 
estate values and activity took effect. Portfolio growth was 
maintained through aggressive marketing programs used to 
promote CIBC Mortgage Corporation’s products. 

Our lending to Canadians for personal purposes, mainly to 
finance consumables, increased eight per cent both in 1989 and 
1990. There was no change in the growth rate, year-over-year, 
mainly because of continued high interest rates and the antici- 
pation of an economic recession. With no economic growth in 
the last two quarters of 1990, we do not expect our personal 
loan portfolio to show rapid growth next year. 

Loans to Canadian businesses grew seven per cent in 1990 
compared with five per cent in the previous year. Most sectors 
experienced growth. In particular, the manufacturing, the con- 
struction and development, the natural resources, and the trans- 
portation and communications sectors showed strong increases 
during 1990. 

The higher borrowing in most sectors reflects the increased 
use of existing credit lines and bankers’ acceptances by major 
clients to supplement their normal direct sources of financing. It 
also reflects increased borrowing requirements which are typical 
in this phase of a recession. 

CIBC was very active in the international scene in 1990. 
Excluding the minimal LDC exposure, the bank’s loans to for- 
eign customers expanded by 34 per cent compared with seven 
per cent in 1989. Substantial growth was experienced in corpo- 
rate lending in the U.S. and the U.K., and in our U.K. mortgage 
portfolio. Business loans to U.S. companies increased by 25 per 
cent, including approximately $700 million in high quality loans 
with favorable interest rate spreads acquired from the Bank of 
New England Corporation during the year. These loans, pre- 
dominantly to the U.S. media and communications industry, 
have contributed well to earnings in 1990 and are expected to 
continue to do so in the future. 


Loan Portfolio 
net of provisions 


$ millions, as at October 31: 1988 1989 1990 
Mortgages in Canada $17,684 $20,610 $23,902 
Personal loans to Canadians 123329» 13;298) 14:370 
30,013 33,908  38:272 
Loans to Canadian businesses: 
Trades and services 8,610 8,802 8,725 
Manufacturing 3,598 3,660 4,217 
Construction and development 2,365 3,239 3,799 
Real estate operators 799 878 979 
Agriculture 2,196 1,912 1,891 
Natural resources 1,842 11,74 ey 
Transportation and 
communications 1,096 LPP IESG 
Other 1,651 1,779 1,800 
DRM] DP DEN TANG 
Loans and mortgages outside Canada 
(excluding LDCs): 
United States 8,400 WROOS 9,580 
Europe 2,112! 4 240 6,839 
Other countries 2,683 3,308 3,894 
14,207 15,201 20,313 
Loans to designated countries 910 (on - 
$67,287 $72,532 $83,331 
Of which, Canadian currency $48,186 $53,830 $59,047 
foreign currencies $19,101 $18,702 $24,284 


Our U.K. mortgage portfolio amounted to $2.5 billion at 
October 31, 1990, compared with $1.6 billion a year ago. As 
announced, we are currently pursuing the sale of our mortgage 
operations in the U.K. 

At the end of 1990, real estate related lending in Canada, 
other than mortgages, totalled $4.8 billion, an increase of $661 
million over the previous year. Outside Canada, such lending 
totalled $3.7 billion (1989: $3.4 billion). In addition, our bankers’ 
acceptances portfolio included, both in 1989 and 1990, approxi- 
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mately $1 billion in real estate related acceptances. Certain events 
in the global financial sector over the past year have cast a shadow 
on real estate lending. It is pertinent to record that CIBC’s real 
estate portfolio is seasoned, well-balanced and diversified, not 
only by customer but also geographically. Our policy to avoid 
speculative real estate deals in the past has served the bank in good 
stead and we are well positioned to avoid any serious damage in a 
deteriorating market. 

A small part of our global banking business involves loans 
to companies with leverage that is higher than industry norms. 
These loans provide better returns than normal commercial 
loans, including higher interest rates and fees to compensate for 
the increased risk. CIBC continues to be extremely selective 
about highly leveraged lending and will only consider such 
loans on a senior debt basis. The objective is to earn fee income 
from arranging the loan rather than benefiting from the interest 
income stream and to spread the risk by syndicating the loan to 
other financial institutions, reducing the bank’s exposure to a 
small proportion on each transaction. With the continuation of 
depressed markets for other than the highest grade securities, the 
relatively high cost of borrowing and a general economic slow- 
down, certain highly leveraged borrowers have experienced 
difficulty in servicing, reducing or refinancing their debts. We 
have always been aware of the risk of an economic recession and 
its effects on this portion of our lending portfolio. Mainly due to 
our strict lending policies and credit control, the need for provi- 
sions for losses on these loans has been low during 1989 and 
1990 and we do not anticipate any significant changes to this 
situation in 1991. At the end of 1990, we had approximately 
$1.8 billion (1.6 per cent of total assets) of loans in this cate- 
gory distributed among 83 separate customers. This 
amount is substantially reduced from $2.6 billion or 2.6 per 
cent of total assets at the end of 1989. 

Should Canadian government fiscal policy continue to keep 
interest rates at or near present levels and if the North American 
economy goes into an even deeper recession, there is a possibility of 
a shakeout in marginally profitable and cyclical industry segments. 
The resultant conditions could well have adverse effects on the asset 
quality of some financial institutions. We believe that CIBC is rela- 
tively well-positioned to weather any such event. 


Management’s Discussion and Analysis 


Non-Performing Loans ~ 
after deduction of general country risk provisions 


$ millions, as at October 31: 1988 1989 1990 
Gross Specific Net Gross Specific Net Gross Specific Net 
amount provisions total amount provisions total amount provisions total 
Non-accrual personal loans: 
Consumer plans, Visa 
and mortgage loans $ 118 Soop 4 i $112 $83 =6$ 36 Se 173 $113 $ 60 
Other personal loans 48 6 42 40 4 36 66 (kdl 55 
166 83 83 159 87 72 239 124 115 
Non-accrual Canadian 
business loans: 
Trades and services 120 36 84 236 98 138 AT, 44 133, 
Manufacturing 135 25) 110 2 Disk 91 95 mil 74 
Construction and 
development Hig 33 80 69 19 50 54 11 43 
Real estate operators 60 43 17 Bf 2 25 24 1 23 
Agriculture 181 33 148 1a, 28 99 104 Dil 83 
Natural resources 36 9 Dif 40 eA PIB) 35 6 29 
Transportation and 
communications 44 4 40 52 29 23 44 Dil, i17/ 
Other 20 16 4 Pi 14 7 19 7 12 
709 199 510 684 228 456 552 138 414 
Non-accrual loans outside Canada 
(excluding LDCs): 
United States 205 19 186 235 29 206 250 5 245 
Europe 3 6) - 24 23 1 62 6 56 
Latin America 14 6) ‘lel Ff 2 5 9 3 6 
Asia and Pacific 43 23 20 66 B5 31 38 9 29 
265 48 PAG B32 89 243 359 D3; 336 
Non-accrual loans to designated 
countries, net of provisions 196 = 196 = = = = = = 
Total non-accrual loans F336 330m EOOG ILS 404 Vi LSC 285 865 
Renegotiated reduced 
rate loans 24 - 24 7 - 7 7 - 7 
$1,360 $330 $1,030 $1,182 $404 $778 $1,157 $285 $872 
Net non-performing loans 
as a percentage of total 
loans and acceptances 1.4% 1.0% 0.9% 


Non-Performing Loans 


Non-performing loans comprise non-accrual loans and renego- 
tiated reduced rate loans. Renegotiated reduced rate loans are 
those loans in excess of one-tenth of one per cent of bank share- 
holders’ equity where, due to the weakened financial condition 
of the borrower, the terms have been modified to provide for an 
interest rate reduction. 

The above table summarizes CIBC’s non-performing loans 
(after deduction of general country risk provisions) by industry 
sector and country grouping. 

At the end of 1990, net non-performing loans stood at $872 
million, an increase of $94 million or 12 per cent over 1989. The 
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increase is mainly attributed to the effects of the economic down- 
turn. At the end of 1989, non-performing loans were $778 mil- 
lion, a 24 per cent reduction from the 1988 level. This improved 
condition was caused by the full provision of LDC loans and a 
reduction in non-performing loans in Canada, partially offset by 
an increase in other foreign non-performing loans. 

Net non-accrual personal loans increased by 60 per cent 
during 1990. We do not expect much relief until economic 
conditions improve. As discussed under Credit Process on page 
31, CIBC’s credit management techniques are intended to min- 
imize any harmful economic effects on our lending portfolio. 


Non-performing loans in the Canadian business sectors 
have shown a decreasing trend over the last two years. In 1990, 
the level of such loans, net of provisions, was reduced by nine 
per cent or $42 million. While the trades and services sector 
showed some deterioration in 1989 over 1988, the amount, net 
of provisions, has remained relatively flat in 1990. 

In the United States, which represents almost half of our 
foreign lending exposure, the level of non-accrual loans net of 
provisions increased by 19 per cent during 1990. Although we 
have some exposure in the U.S. real estate market, there were 
no classifications to non-performing status of real estate loans of 
~ any consequence during 1990. In Europe, the level of non- 
accrual loans was higher, reflecting the high interest rate and 
difficult economic environment, particularly in the United 
Kingdom. 

CIBC’s non-performing loans as a percentage of total loans 
and acceptances has now levelled off at 0.9 per cent following a 
significant decline in 1989. Our credit policies and process are 
constantly being improved and strengthened to keep abreast of 
the changing business environment. 
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Securities 


$ millions, as at October 31: 1988 1989 1990 
Securities issued by federal, 

provincial and municipal 

governments h3 5] Oe 2-5 Olmo 595 
Debt securities 2,024 1,831 2,806 
Equity securities 1,465 1,369 1,587 
Investment portfolio 7,008 5,761 7,988 
Trading portfolio 2762 3,862 2,414 
Total carrying value $9,770 $9,623 $10,402 
Total market value $9,766 $9,672 $10,293 


Securities 


At October 31, 1990, securities held for investment and trading 
purposes totalled $10.4 billion, an increase of $779 million or 
eight per cent from a year ago. 

Securities are held for investment purposes partly to facili- 
tate CIBC’s asset liability management programs. Positions are 
also taken in equity and debt investments as part of the normal 
lending process and for strategic business reasons. 

In 1990, CIBC’s income from securities included $12 
million of net gains from sales of securities held for investment 
purposes; 1989 income from such sales included $58 million in 
net gains. 

Securities in the trading portfolio are held for the short- 
term and are used, principally, for CIBC’s liquidity risk man- 
agement programs and to position the bank to take advantage of 
interest rate movements. Both uses are an important part of the 
asset lability management process. A discussion on liquidity 
risk management 1s given on page 34. 

The money market trading portfolios of CIBC and Wood 
Gundy were integrated in 1990 in order to enhance market 
share and reduce operating costs. The money market portfolio 
includes short-term debt instruments such as Treasury bills, 
commercial paper and bankers’ acceptances. 

As at October 31, 1990, our securities portfolio included 
Mexican government bonds, collateralized by U.S. Treasury 
securities, with a carrying value of U.S. $319 million (Cdn. 
$372 million). The par value of these bonds is U.S. $408 million 
(Cdn. $476 million). 


rearek 


Management’s Discussion and Analysis 


Deposits 
$ millions, as at October 31: 1988 1989 1990 
Canadian currency deposits by: 
Individuals $34,916 $40,060 $45,113 
Others 15,164- 1S 316 815,905 
50,080 55,376 61,018 
Foreign currency deposits by: 
Banks 7991 fo. = 9747 
Individuals 1,905 2,046 2,421 
Corporations and others 12561 T2677 eee O29 2.4 
22,001 23 Abpea 29 092 
$72,587 $78,872 $90,110 


Deposits 


The major source of deposits for CIBC 1s the individual cus- 
tomer in Canada, reflecting our extensive branch network 
and ongoing commitment to serve the needs of the indivi- 
dual. This large, stable base of core deposits minimizes liquidity 
risk and represents a major strength of the bank. At the end 
of 1990, the number of deposit accounts at CIBC totalled over 
7.5 million in Canada. 

Individuals contributed an increasing share of Canadian 
dollar deposits in 1989 and 1990 as aggressive service quality 
endeavors and marketing campaigns gave CIBC a greater share 
of the growing Canadian retail deposit market. The introduc- 
tion of the 14-month and other “off-term” Guaranteed 
Investment Certificates contributed to retail deposit growth in 
1990. RRSP sales and market share were also higher in the year, 
benefiting from good promotion and a service campaign which 
featured extended branch hours. The trend to higher-cost 
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deposit products has partly offset the benefits of deposit growth. 

Other sources of Canadian dollar and foreign currency 
deposits include corporations, banks and other non-personal 
customers. The bank supplements retail deposits by issuing 
wholesale deposit instruments in domestic and international 
capital markets to meet the needs for funds in specific currencies 
and maturities. CIBC is very conscious of the need to manage 
its borrowing carefully in the wholesale markets to ensure 
continued receptivity and to avoid deposit concentration. 

CIBC’s broad deposit base covers a wide range of cus- 
tomers, currencies, terms, provinces and countries. The policies 
of deposit diversification and avoidance of concentration are in 
accordance with our risk management principles and ensure 
that customers’ confidence is maintained for their deposits 
entrusted with CIBC. Further supporting this assurance is the 
fact that CIBC is a member of the Canada Deposit Insurance 
Corporation which provides automatic insurance on insurable 
deposits up to a maximum of $60,000 per eligible depositor. 

Looking forward, we see continued growth in retail 
deposits in Canada moderated somewhat by an increase in the 
use of deposit substitutes (such as mutual funds). However, 
other deposits, mainly from banks and corporations in foreign 
currencies, will probably record little or no growth reflecting 
little anticipated expansion in foreign currency assets. CIBC will 
continue its efforts to improve service quality, develop addi- 
tional attractive products and use innovative promotions. 
Initiatives will include informative marketing techniques, user- 
friendly branch services and environment with longer customer 
banking hours, more automated banking and teller machines, 
use of debit cards, and telephone/personal computer banking. 
All these actions are aimed at providing the individual customer 
with quality service. 


Capital 


Capital is the foundation for CIBC’s ongoing activities. It pro- 
vides assurance of stability and protects the bank’s depositors 
and creditors by underpinning the various risks to which 
CIBC is exposed in the normal course of business. A solid cap- 
ital base contributes to favorable credit ratings, and enables 
CIBC to undertake strategic initiatives and take advantage of 
opportunities as they arise. 

Capital strength may be judged according to measures set 
out by the Bank for International Settlements (BIS). Under the 
BIS guidelines, total regulatory capital is divided into two tiers. 
Tier | capital consists primarily of common shareholders’ equity 
and non-cumulative preferred shares. Tier 2 capital consists of 
subordinated debentures and cumulative preferred shares. 
There are some restrictions on the total amount eligible as Tier 
2 capital, which are not expected to be a constraint for CIBC. 
The capital position of CIBC is set out in the table below. 


Regulatory Capital and Capital Ratios 


$ millions, as at October 31: 1988 1989 1990 
Tier 1 capital 
Common shares iS IS 8S 2ROEYs) SS Wels} 
Retained earnings POSH DMT 2,651 
Non-cumulative preferred 
shares - -- 450 
Minority interests By 61 21 
Goodwill a = (36) 
4 060 4,306 5,254 
Tier 2 capital 
Cumulative preferred shares 600 600 600 
Long-term debentures 674 645 642 
Other debentures, net of 
amortization 841 955 1,384 
Investments in associated 
corporations (43) (30) (120) 
DEOW2 2,150 2,506 
Total capital OS GB SS O45 8S Wo 7OU 
Risk weighted: 
Balance sheet assets $67,847 $74,702 $83,266 
Off balance sheet items ISAO esse WSO 
$82,857 $91,236 $98,357 
Risk-based capital ratios 
daerd capital 4.9% 4.7% 5.3% 
Tier 2 capital 2D 2.4 2.6 
Total capital ratio 7.4% 7.1% 7.9% 
Leverage ratio (|) 16.5x 16.7X 15.7X 


Note: 

(1) In addition to meeting minimum risk weighted capital ratios, the bank 
cannot exceed a leverage ratio of 20 times capital (calculated by dividing 
total assets, including letters of credit, guarantees, asset sales with 
recourse and repurchase agreements by total regulatory capital), as 
stipulated by the Superintendent of Financial Institutions. 
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CIBC increased its Tier 1 capital significantly in 1990, with 
$464 million from internal generation, $110 million from the 
Shareholder Investment Plan and $450 million from the issue of 
non-cumulative preferred shares. In accordance with BIS 
guidelines, the bank began to deduct a portion of its goodwill 
from the calculation of Tier 1 capital in 1990. New debenture 
issues of $364 million and foreign exchange adjustments for 
debentures denominated in foreign currencies contributed $449 
million to Tier 2 capital. Investments in associated corporations 
increased by $90 million to $120 million in 1990. 

Participation in the bank’s Shareholder Investment Plan 
and continued earnings strength, together with moderate 
growth in risk weighted assets are expected to result in a further 
increase 1n our Tier 1 capital ratio in 1991. Further debenture 
capital issues are contemplated in the bank’s plans as manage- 
ment has set internal targets for capital ratios which are some- 
what higher than the BIS minimum standards. In this regard, 
CIBC expects to continue its approach of raising capital when 
markets are receptive and pricing is favorable. 

The bank benefits from sources of strength not reflected in 
the figures. These include significant unrecognized capital in 
the form of an unrecorded property value surplus, estimated to 
be $1.3 billion. 

CIBC’s 1990 year end risk-based capital ratios exceeded the 
1990 interim BIS standard of 7.25 per cent for total capital and 
3.625 per cent for Tier 1 capital. In fact, the bank has already 
exceeded the 1992 minimum of four per cent for Tier 1 capital, 
and we are confident that the 1992 final BIS minimum total 
capital ratio target of eight per cent will be comfortably attained. 

CIBC will be seeking approval from its shareholders to 
remove the restrictions on the number of preferred and common 
shares that it can issue and to increase the maximum considera- 
tion for which such shares can be issued. Approval will also be 
required from the Minister of Finance. The increase in autho- 
rized levels will give the bank appropriate flexibility to manage 
its capital structure and to respond to opportunities that may arise 
in the market place. 


Management's Discussion and Analysis 


Off Balance Sheet Activities 


As discussed in note 17 to the financial statements on page 16, 
off balance sheet activities fall into two broad categories: credit 
related arrangements, and foreign exchange and interest rate 
related contracts. These items, which are not reported in the 
consolidated statement of assets and liabilities, are summarized 
in the first table below and represent obligations to perform but 
do not necessarily reflect the economic risks associated with the 
transactions. 

In the second table below, the off balance sheet items are 
risk weighted for regulatory capital adequacy purposes and give 
an indication of CIBC’s off balance sheet exposure to risk. Each 
type of contract or arrangement will limit or give rise to varying 
degrees and types of risk such as credit, interest rate, foreign 
exchange and liquidity risk. Certain of the foreign exchange and 
interest rate transactions are undertaken by CIBC to reduce the 
exposure of assets, liabilities and off balance sheet items to for- 
eign exchange and interest rate risk. 


Off Balance Sheet Items 


$ billions, as at October 31: 1988 1989 1990 
Credit related arrangements $70.6 $754 $ 72.9 

Foreign exchange and 
interest rate related contracts 123.3 oven 247.6 
$193.9 7 $213 19 $320.5 

Risk Weighted Off Balance Sheet Items 

$ billions, as at October 31: 1988 1989 1990 
Credit related arrangements $13.8 $15.3 $13.4 

Foreign exchange and 
interest rate related contracts 12 12 Lz 
$15.0 $16.5 $15.1 


Descriptions of certain financial terms used are given in the two 
following pages. 

In 1990, CIBC had a significant increase in fee revenue 
from credit related arrangements, such as guarantees, letters of 
credit and lines of credit. However, the volume of transactions 
declined slightly, a result of the bank’s greater emphasis on fees 
for these services prompted by the BIS capital standards requir- 
ing capital to be held against certain off balance sheet items. 
Conversely, the level of outstanding foreign exchange and 
interest rate related contracts has seen considerable growth in 
1990, primarily a result of CIBC’s determined efforts to acquire 
a greater share of this business. 
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Changes in Financial Regulations 


In September 1990, Canadian legislation affecting the powers, 
domestic ownership and corporate governance matters of trust 
and loan companies was introduced in Parliament. While it is 
the general view that many of the provisions in the Trust and 
Loan Companies Bill will be included in amendments to be 
made to the upcoming Bank Act and Insurance Act, it is prema- 
ture to assess the effect, if any, on CIBC until such legislation 
specific to banks has been introduced. 


CIBC 
Toronto, Canada 
December 6, 1990 


» Description of Terms 


Certain terms used in note 17 to the financial statements on 
page 16 and in the preceding discussion on Off Balance Sheet 
Activities are described in the following short glossary. 


Credit Related Arrangements 


The following arrangements are subject to Credit Risk — that is, 
exposure to loss when the counterparty to a transaction does not 
perform as agreed. 


Guarantees and Standby Letters of Credit are undertakings 
given by the bank on behalf of a customer, subject to certain 
conditions. Provided the conditions are satisfied, the bank guar- 
antees payment if the customer is unable to meet the obligation 
as specified. In almost all instances, customers meet their obliga- 
tions and the bank 1s only at risk when a customer defaults and a 
third party demands payment. 


Letters of Credit are short-term instruments used to facilitate 
international trade, typically on behalf of an importer, and allow 
a third party, such as an exporter, to draw drafts on the bank up 
to a specified amount, subject to specific terms and conditions. 
These instruments effectively guarantee that the third party 
receives payment and the bank 1s at risk for any drafts drawn that 
are not ultimately settled by the customer. 


Lines of Credit are undrawn lending facilities that have been 
approved by the bank to meet the business requirements of cus- 
tomers. The majority of such commitments are of a general 
nature with annual review provisions and/or various pre-draw 
conditions. A limited number provide for drawdown over an 
extended period of time; these commitments are considered 
binding arrangements. In practice, many of these commitments 
will remain undrawn. The credit risk in undrawn lending facili- 
ties arises from a possibility that a commitment will be drawn 
down as a loan. Therefore, a lending commitment is subject to 
the same credit review process as a loan. 


Note Issuance and Revolving Underwriting Facilities are 
financial arrangements to allow customers to issue short-term 
notes, typically of three to six months’ maturity, up to a pre- 
scribed limit, over an extended period of time. If the notes can- 
not be sold at a pre-determined price, the bank may buy them 
or guarantee an extension of credit. The bank’s obligation is 
called upon only if the notes remain unsold. 
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Foreign Exchange and Interest Rate Related Contracts 


The foreign exchange and interest rate contracts described 
below are potentially subject to both credit risk and market risk. 


Credit Risk, described previously, is inherent in these contracts. 
The exposure depends upon the extent to which market rates 
have moved and also the direction of movement. Where 
matched or offset contracts exist, amy movement will tend to be 
favorable for one counterparty and unfavorable for the other. 
Accordingly, only half the outstanding contracts will tend to be 
a source of credit risk at any time. The bank would suffer a loss 
only in the infrequent event that there is both a movement in 
rates unfavorable to the customer and an inability of the cus- 
tomer to honor the obligation to the bank. 


Market Risk is the exposure resulting from fluctuations in 
interest rates and foreign exchange rates. As a general rule, 
CIBC operates under the principle of matching or offsetting 
such contracts. Where the bank maintains trading positions, the 
risks are managed through strict currency and term controls. 


Foreign Exchange Spot and Forward Contracts are transac- 
tions in which a foreign currency is purchased or sold for deliv- 
ery, currently, in the case of a spot contract, or at a specified 
future date or within a fixed period, for a forward contract. The 
rate of exchange 1s established at the outset. These contracts are 
undertaken to protect customers against future fluctuations in 
the relative values of currencies and for the bank’s own account 
to protect against currency fluctuations and to earn income by 
trading in foreign currencies. In general, the bank matches its 
total buy and sell contracts except where specific trading posi- 
tions, usually short-term, are taken. The exposure is calculated 
by a “mark to market” procedure which measures the gain or 
loss based on changes 1n market rates, both on individual con- 
tracts and on a portfolio basis. 


Foreign Currency and Interest Rate Futures are standardized 
contractual obligations to make or take delivery of specified 
quantities of a foreign currency or financial instrument on 
specified future dates, at a price established on a financial 


Description of Terms 


exchange. These contracts differ from forward contracts in that 
they are in standard amounts with standard delivery dates and 
can be traded at any time in the market. They are used to service 
customer needs and for the bank’s own account and are man- 
aged in a similar manner to forward contracts. However, settle- 
ment is made through the financial exchange and the risk is that 
of the exchange defaulting rather than the counterparty. 


Forward Rate Agreements are contracts that effectively fix a 
future interest rate. The agreement provides that, at a predeter- 
mined future date, a cash settlement will be made between the 
parties for the difference between the contracted rate of interest 
and a specified current market rate, based on an agreed notional 
principal amount. No exchange of principal amount takes place 
and the risk exposure depends upon both the non-performance 
of the counterparty and an unfavorable future movement in 
interest rates. 


Foreign Currency and Interest Rate Options are contracts in 
which the right, but not the obligation, is acquired by the option 
purchaser from the option writer in consideration of an option 
premium, either to buy (a call option) or sell (a put option) on or 
within a specified time, a stipulated amount of foreign currency 
ora financial instrument at a stated price. The exposure depends 
on subsequent variations in exchange or interest rates. Certain 
options are also exchange traded, and in these situations margins 
are maintained to protect against default, further reducing the 
credit risk. The additional liquidity provided by an exchange also 
helps reduce the risk. A buyer of options 1s subject to credit risk 


by relying on the counterparty, the option writer, to perform. A 
writer of options is subject to market risk. 


Interest Rate Swaps are financial transactions in which two 
counterparties exchange interest rate flows over a period of time 
on a notional principal amount. For example, one party pays a 
fixed interest rate and the other pays a variable rate based on an 
accepted index. The bank enters into such transactions on 
behalf of customers to service their business needs, for its own 
account to manage interest rate exposures and as an intermedi- 
ary between other parties to earn fee income. For the most part, 
the bank operates on the principle of matching such contracts 
with offsetting agreements, with limits placed on both the vol- 
ume and maturities of such contracts. Exposure is measured and 
controlled both on principal amounts and by marking to market 
all contracts. A variation of the above is a cross currency swap, 
where the principal and related interest in one currency are 
exchanged for principal and interest in another currency. 


Foreign Currency Swaps are transactions in which a foreign 
currency 1s simultaneously purchased in the spot and sold in the 
forward market, or vice versa. The contracted exchange rates 
may be identical or different, depending upon the terms of the 
contract and the needs of the counterparties. The purpose is to 
protect against movements in exchange rates over a period of 
time. CIBC enters into such contracts both for customers and 
for its own account. Exposures are measured and controlled in a 
similar manner as with interest rate swaps. 


a. 
» Quarterly Highlights 


1989 1990 
For the quarter Ql Q2 Q3 Q4 (1) Ql Q2 O3 Q4 
Condensed Consolidated 
Statement of Income 
$ millions 
Interest income (2) 

(taxable equivalent basis) $2,398 $2,460 $2,621 $2,693 $2,780 $2,807 $3,038 $3,092 
Interest expense (3) iLoyilal i725 1,887 Qe 1,996 2,060 Dyess Tl 2,300 
Net interest income 

(taxable equivalent basis) 787 735 734 FIA 784 747 781 792 
Deduct taxable equivalent 

adjustment 19 32 at 18 Zi 19 29 18 
Net interest income 

(consolidated statement 

of income basis) 768 703 FANS 753 763 728 WP) 774 
Provision for loan losses (1) 137 109 100 629 Hall 53 YS 55 
Net interest income after 

loan loss provision 631 594 613 124 692 675 677 ee 
Other income (2) 283 De 321 326 319 323 B52 381 
Net interest and other income 914 866 934 450 AO Mh 998 1,029 1,100 
Non-interest expenses 583 586 622 671 651 714 714 769 
Net income (loss) before provision 

for income taxes Soil 280 e112 (221) 360 284 Bill5 Bill 
Provision for (recovery of ) income 

taxes 129 100 113 (93) 142 109 124 138 
Net income (loss) before minority 

interests 202 180 199 (128) 218 175 191 193 
Minority interests in net income (loss) 

of subsidiaries = = - (1) (1) (8) (7) (9) 
Net income (loss) C2 202s Sh ote0. telOS= ah d07) $ 219 $ 183 $ 198 $ 202 
Dividends paid on preferred shares pe) be 14 oh 14 et $ 18 $7 ZAG ES 26 Sr ee 
Net income (loss) applicable 

to common shares 189 166 181 (141) 201 159 172 177 

§ 202 $ 180 a 15 £ (127) $ 219 $ 183 $ 198 $ 202 
Financial Statistics 
per Common Share 
Net Income CaO) 09655 hk04) 20-82) $115 > $0.91" | $809 7eeesee00 
Dividends 0.29 0.31 Ori Oss 0.33 0.33 0338 0:33 
Book value at end of quarter (4) $24.16 $24.81 $25.54 $24.31 $25.13 $25.66 $26.25 $26.90 
Quarterly Perspective 
per $100 of average assets 
Net interest income (2) (5) $ 3.30 iS Sill § 2.97 $ 3.06 $ 3.00 $ 2.90 NS Des, S53 Oh /al 
Provision for loan losses (0.57) (0.46) (0.40) (2.49) (0.27) (0.21) (0.27) (0.19) 
Other income (2) 1.18 ANS) 1350) 1.29 122 NAS PAT es 2) 
Non-interest expenses (2.44) (2.49) (2.51) (2.66) (2.49) QT) (2.58) (2.66) 
Income taxes (5) and minority interests (0.62) (0.56) (0.57) 0.30 (0.62) (0.46) (0.52) (0.51) 
Net income (loss) — return on assets $ 0.85 & 0.76 t O79 ; $ (0.50) $ 0.84 SS (OL 7Al SS OL $ 0.70 
Return on common equity (0) 18.6% 16.2% 16.5% (12.7)% 18.6% 14.7% 15.0% 14.9% 


Notes: 


(1) During 1989 Q4, an additional loan loss provision of $538 millon ($310 
million after tax) was made to increase provisions to cover 100 per cent 
of the debt owed by the basket of 42 LDCs then designated by the 
Superintendent of Financial Institutions, except Mexico. Further details 


are provided in the bank’s 1989 Annual Report. 


(2) 1990 Q1, Q2 and Q3 data re-classified. 


(3) 1990 Q1 and Q2 data re-classified. 

(4) Common shareholders’ equity divided by the number of common 
shares issued and outstanding at the end of the quarter. 

(5) Adjusted to taxable equivalent basis. 

(6) Net income (loss) applicable to common shares divided by average 
common shareholders’ equity for the quarter, annualized. 
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Bek eee ee hry isi UE Se ISTAU Py he ee Pe NTIS a 
» Ten -Year Statistical Review 


Consolidated Statement of Income 


$ millions, for the year ended October 31: 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 


Interest Income 
Income from loans, excluding leases $7,373 $8,175 $6,116 $5,996 $6,126 $6,147 $5,986 $6,986 $8,518 $9,933 


Income from lease financing 30 38 25 aif 2° 30 34 49 68 102 
Income from securities 574 560 501 489 570 615 650 651 OF Ome eli 
Income from deposits with banks 885 594 389 594 546 444 530 499 520 484 
Total interest income, 

including dividends 85 O02 NN 5.04 se. 05 9 eer | OM Or VPS PAW, 8,185 10,082 11,630 
Interest Expense 
Interest on deposits Weeks: Wee BAAS 52 5,208 5,025 4,824 5,366 6,820 8,362 
Interest on bank debentures 53 93 108 iil 116 141 SS 138 161 150 
Interest on liabilities other than deposits 18 16 ie) me 20 15 6 7 164 101 
Total interest expense T AOD) 975190. 195928 SA ae ot tS Le 70 5:56 see sl 45m S615 
Net interest income 1,453 F563 elev alel 1,671 Oe BOBS) = 2 aS7) PASO) DE BAOILI/ 
Provision for loan losses 168 488 722 499 550 697 546 493 975 254 
Net interest income after 

loan loss provision 1,285 1,080 989 Ly LST IFS 5G mleooll DAG LNG BK 
Other income 363 409 445 500 569 664 819 973 12025375 
Net interest and other income 1,648 1,489 1,434 R672 1,946 20220 OO) 3,089 3,164 4,138 
Non-Interest Expenses 
Salaries 670 59 153 780 842 907 980 1,126 1,322 1,487 
Pension and other staff benefits 61 65 60 60 66 58 72. 95 111 138 
Premises and equipment expenses, 

including depreciation 1s) 224 226 234 254 275 302 363 450 573 
Other expenses DES} 249 255 267 300 374 439 481 579 650 
Total non-interest expenses LS 1e2o77, 1,294 1,341 1,462 WGI I 2,065 2,462 2,848 
Net income before provision 

for income taxes 485 192 140 Sil 484 410 HAG 1,024 702 1,290 
Provision for (recovery of) income taxes 140 (12) (6) 81 150 99 285 436 249 Syl) 
Net income before minority interests 345 204 146 250 334 ile 432 588 453 Tit 
Minority interests in net income (loss) 

of subsidiaries 2, 5 2 2 - - — (3) 3 (25) 
Net income before special ; 

provision for losses 343 199 144 248 334 Sill 432 591 450 802 
Special provision for losses 

(net of income taxes) - - - — - — 450 = _ - 
Net income (loss) $ 343 $1199. $1440 $248 °$" 634) Gestt $08) 591) fesse co 
Dividends paid on preferred shares $15 $2 942° $P64.4 SS 2 eh eS Tet a ed Sie tie 4 Ai) ae) eh aS 
Net income (loss) applicable to 

common shares 328 S7/ 80 166 243 239 (66) 547 395 709 


$ 343 $ 199 $ 144 $ 248 $ 334 $ 311 $ (18) $ 591 $ 450 $ 802 


Note: 
For the purposes of this review, prior years’ financial information has 
been restated or re-classified, where necessary, to conform with the 


presentation adopted in 1990 and in accordance with the provisions of 
the Bank Act. 


Consolidated Statement of Assets and Liabilities 


$ millions, as at October 31: 1981 


1982 1983 1984 1985 1986 1987 1988 1989 1990 
Assets 
Cash Resources 
Cash and deposits with Bank of Canada = $ «1,735 $ 1,501 $ 1,536 $ 1,214 $ fortes 45. likes &S 2s) 85 SS LS alee 
Deposits with other banks 4,878 SlOy, 5,864 Py) Sg) 7,529 6,497 5,589 4819 5,009 
Cheques and other items in transit, net 997 W283 922 75 - 430 — 288 = - 
7,610 Sil 8,322 6,606 6,827 AO) SEXO) 6,695 Osi — Gs 7/ Syl 
Securities 
Issued or guaranteed by Canada 2,876 2,338 3,698 2,597 3,896 2,920 3,629 4,035 4,022 4,042 
Issued or guaranteed by provinces and 
municipal or school corporations 65 Py 24 358 S72 282 419 739 543 589 
Other securities 2,050 2,401 De NOP 2,644 3,214 3,744 4362 4,997 DSS So 7/7/il 
4,991 4,766 6,024 5,599 7,682 6,946 8,410 OTA 9.623 10,402 
Loans 
Day, call and short loans to investment 
dealers and brokers, secured Poi 575) NS) 730 502 108 455 631 206 365 
Loans to banks 1,698 1,616 ipoer7 Lal 1,650 1533 fede 610 259 DO? 
Mortgage loans 6,672 7,064 S30508 8,7 0010.27. 612) 5 1462S O47 AO? 349 26562 tl 
Other loans 40,522 44,325 39,412 39,817 43,018 43,006 45,772 46,572 49,718 56,123 
Avia) Sore) AIPA) Sil Sa“ SIGS GaiSS O29) W25C2 Sa aeil 
Other 
Customers’ liability under acceptances 2,476 PESTS 3,022 3,085 4,190 5,458 6,137 7,479 8,064 9,180 
Land, buildings and equipment 622 636 635 644 670 701 798 907 1,041 1,380 
Other assets 856 LO 989 1,106 1,019 1,430 1,691 Dey) Dey BAS 
3,954 4,759 4,646 4,835 5,879 7,589 SHO NOME Wil O47 Weal 
$65,698 $68,436 $68,112 $68,118 $75,834 $80,841 $88,375 $94,688 $100,213 $114,196 
Liabilities 
Deposits 
Payable on demand $ 6,346 $ 5,341 $ 6,354 $ 5,732 $ 6,251 $ 5,335 $ 6,446 $ 6,646 $ 6,601 $ 7,193 
Payable after notice BWI) AOS aN) ODS) ISS) BIS) RNG = DEL a Ol XS) Al} 
Payable on a fixed date 38,776 39,948 37,420 36,573 39,622 40,322 41,499 40,660 44,300 53,444 
56.62 60.270) 160,269") 593309 65.083" oy SiGe 722012) 72587" 78872) 9021110 
Other 
Cheques and other items in transit, net — _ - - i _ 581 - 649 Sil 
Acceptances OAT Oe OTS R022 3,085 4,190 5,458 (pil Siy/ 7,479 8,064 9,180 
Liabilities of subsidiaries, 
other than deposits 100 64 ie 79 66 ) 6 1,650 742 657 
Other liabilities 1,607 1,816 1,414 1,825 HOW DEAS 3,892 6,545 5.224 5.8116 
Minority interests in subsidiaries oi, 32 32 = = = = 52 61 21 
4220 4.885 4,479 4,989 C084 7-982) OGG 152/26. 14574 O61 9 
Subordinated Debt 
Bank debentures 582 901 907 891 iL BO 1,632 1,492 Woy 756 2.026 
Shareholders’ Equity 
Capital stock — preferred 300 460 Boy 897 897 597 600 600 600 1,050 
— common 78 267 286 Sahl 554 Oval 1,741 LOH 2.0582 los 
Contributed surplus 172 = _ is 7% % ‘2 - : r 
Retained earnings 1,584 F653 1,574 1,700 1,901 2,043 1,914 2,031 DM  Dsossil 
2,134 2,380 2,457 2,908 BrSb2 CS evalal 4,255 4,608 4,845 5,869 


$65,698 $68,436 $68,112 $68,118 $75,834 $80,841 $88,375 $94,688 $100,213 $114,196 
ce a Ra IA i ES Dl tl SS ke SOO tt Lia 


Note: 


For the purposes of this review, prior years’ financial information has 
been restated or re-classified, where necessary, to conform with the 
presentation adopted in 1990 and in accordance with the provisions of 


the Bank Act. 
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Consolidated Statement of Changes in Shareholders’ Equity 


$ millions, for the year ended October 31: 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 
Capital Stock 
Balances at beginning of year $ 78 $ 378 $ 727 $ 883 $1,208 $1,451 $1,668 $2,341 $2,577 $2,658 
Changes during the year 
— preferred shares 300 160 137 300 - (300) 3 = = 450 
— common shares = 7 19 25 243 Sly 670 236 81 110 
Transfer from contributed surplus = 172 “ = = = _ - - - 
Balances at end of year $378. $727 “$9 8835 12085 pales Sie tIkG6S mac O41 te ODO ESSE dS 
Contributed Surplus 
Balance at beginning of year hei Koye ah SNIPE ey ee SD ah a ree Bie ale a Be es 
Additions from capital stock issues 3 = = = = ~ - - - - 
Transfer to capital stock = (172) = = = = = = = = 
Balance at end of year SL 72 eee rie = { = > = § = F =| & = & - 
Retained Earnings 
Balance at beginning of year $1,304 $1,584 $1,653 $1,574 $ 1,700 $1,901 $2,043 $1,914 $2,031 $2,187 
Net income (loss) for the year 343 199 144 248 334 311 (18) 591 450 802 
Dividends — preferred (15) (42) (64) (82) (91) (72) (48) (44) (55) (93) 
— common (74) (82) (84) (85) (95) (125) (154) (188) (214) (232) 
Income taxes il (5) (75) 48 52 38 121 (245) = = 
Other (5) (1) - (3) th (10) (30) 3 (25) (13) 
Balance at end of year $1,584 $1,653. $1,574 $1,700 $1,901 $2,043 $1,914 $2,031, $2,187 ~ $2,651 


Note: 


For the purposes of this review, prior years’ financial information has been 
restated, where necessary, to conform with the presentation adopted in 
1990 and in accordance with the provisions of the Bank Act. 
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Financial Statistics 


for the year ended October 31: 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 


Per common share 
Net income 


— basic (2) PAO eS) ODT 0.99 5 2.02 iG 264” 4 2 em egra74 Stes C4 Eb ORs tga 
— fully diluted 3.86 1.86 0.99 1.90 2.41 1-99 226i 3.32 2.28 4.03 
Dividends 0.95 1.04 1.04 1.04 1.04 1.08 1.08 1.14 1.24 2 
Common share price (3) 
— high 16.063 15.813 19.875 16.188 19.813 22.000 23.625 25.875 32.500 33.625 
— low 12.500 6.125) 12563) 111255 13-313)" 16750 15.7508 16.875 9 22-750 215625 
= close T2500 «12-563" 9 15:375 13-438" 919563, 19.125 L787" S25:125- 5 Si6257 . 22-250 
Book value at year-end“) $22.33 $22.93 $22.91 $23.59 $23.88 $23.16 $21.12 $23.35 $24.31 $ 26.90 
$ millions 
Average assets $59,752 $68,290 $68,147 $68,280 $73,308 $79,709 $86,241 $91,332 $97,386 $108,391 


Average common 

shareholders’ equity 16924 1,363 $1910" f 1926) 21227 S$ 2804 § 43352 aos 4S 4.226 % 4.401 
Average number of common 

shares (thousands) 


= basic Ur AMON tHONSLOIt 82,094 92,084 116,478 139,904 163,529 172,783 176,185 
— fully diluted 89,197 ~ 98,848 100;234 101,821 115,913 133,613 149,489 167,605 172,783 176,185 
Common share dividend $ 74 82 § 84 §$ 85 $ Sey hey SSA Saeko AE RS SY 
Notes: 
(1) For the purposes of this review, prior years’ financial informationhas _ (3) The high and low price during the year, and closing price on the last 
been restated, where necessary, to conform with the presentation trading day of the year, on The Toronto Stock Exchange. 
adopted in 1990 and in accordance with the provisions of the Bank Act. (4) Common shareholders’ equity (including adjustment for taxes) divided 
(2) The special provision for LDC losses in 1987 reduced basic net income by the number of common shares issued and outstanding at the end of 
per common share to a loss of $0.47 per share for that year. the year. 
Other Statistics 
as at October 31: 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 
Number of common shares 
(thousands) (2) 78,581 80,065 81,312 83,322 98,697 128,485 160,647 171,668 174,567 179,148 
Number of common 
shareholder accounts 3) 32,537 31,572 2S ST] DS oO) AT DAE SIL RSS PADIS) 
Number of employees 36,844 34,955 397525 32,689) 33,587) 23,914 335874 36s 94) 364068 35,811 
Number of branches il 7/AN0) 1,662 1,640 1,627 1,616 1,586 1,534 1,528 1,539 il s7/ 
Notes: 
(1) For the purposes of this review, prior years’ information has been restated, _ (2) Adjusted to reflect the sub-division of the common shares on a two- 
where necessary, to conform with the presentation adopted in 1990 and for-one basis on January 31, 1986. 
in accordance with the provisions of the Bank Act. (3) Represents the number of accounts on the share register and therefore 


does not reflect the total number of individual shareholders. 
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Ten-Year Statistical Review 


Financial Ratios 


for the year ended October 31: 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 
Return on assets (2) 0.57% 0.29% 0.21% 0.36% 0.46% 0.39% 0.50% 0.65% 0.46% 0.74% 
Return on common equity (2) (3) 19.4% 8.4% 4.2% 8.6% 10.9% 8.5% 11.5% 14.5% 9.3% 15.8% 
Dividend yield }) 6.7% 8.7% 6.4% 7.6% 6.3% 5.6% 5.5% 5.3% 45% 4.8% 
Dividend payout ratio (5) 22.7% 52.4% 104.6% 51.6% 38.9% 52.1% 40.1% 34.3% 54.3% 32.8% 
Price/Earnings ratio () 3.4:1 @aeil NS, Seil 6.7:1 7.4:1 Or Sal ot! TERI | ARP Il Depa 
as at October 31: 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 
Closing common share price 

to book value 63.8% 54.8% 67.1% 57.0% 81.9% 82.6% 84.6% 107.6% 130.1% 82.7% 
Capital funds to total assets 4.1% 4.8% 4.9% 5.6% 6.1% 6.6% 6.5% 6.7% 6.6% 6.9% 
Net non-performing loans to 

total loans and acceptances ratio 0.8% 2.2% 3.8% ae 2.8% 4.1% 3.3% 1.4% 1.0% 0.9% 


Notes: 
(1) For the purposes of this review, prior years’ financial information has been 
restated, where necessary, to conform with the presentation adopted in 


(4) 


Dividend per common share divided by the average of the high and low 
common share price during the year. 


1990 and in accordance with the provisions of the Bank Act. (5) Total common share dividend divided by the net income applicable to 
(2) The special provision for LDC losses in 1987 reduced return on assets to a common shares (for 1987, before the special provision for LDC losses) 

negative (0.02)% and return on common equity to a negative (1.97)% for the year. 

for that year. (6) Closing common share price expressed as a multiple of net income per 
(3) Net income applicable to common shares divided by average common common share for the year. 

shareholders’ equity for the year. 

Annual Perspective 

per $100 of average assets 

for the year ended October 31: 1981 1982 1983 1984 1985 1986 19873) 1988 1989 1990 

Net interest income (2) $ 2.75. $2.59 ($52.573. “$92.64 5.2.85 9 277 eh. 2.72) i 2 O oe eee 

Provision for loan losses (0:28) 5 (10.7) (4.06) G73) 0.75)" .©.87) (0.63) 5 O54) 00s 0.23) 

Other income 0.60 0.60 0.65 0.73 0.78 0.83 0.95 OT! B®) 1.27 

Non-interest expenses (1.95) (1.90) (1.90) (1.96) (1.99) — (2.02) (22.08) @.26) (2.53) (@.63) 

Income taxes (2) and 

minority interests (0:55) -(©.29)) ©.21):. > 0.32)" » (O43)e5) (0:32) ae 46) (057) asa) nO 53) 

Net income — return on assets $ 0.57 $ 0.29 $ 0.21 $036 $ 046 $039 $ 050 $065 $046 § 0.74 

Tax-exempt income (2) ($ millions) $207.0 $213.0 $148.2 $138.0 $1645 $143.4 $108.2 $921 $123.3 $118.8 

Tax rate (2) 47.0% 49.6% 49.4% 49.5% 49.7% 51.1% 50.4% 47.1% 42.2% 42.4% 


Notes: 

(1) For the purposes of this review, prior years’ financial information has 
been restated or re-classified, where necessary, to conform with the pre- 
sentation adopted in 1990 and in accordance with the provisions of the 
Bank Act. 

(2) Taxable equivalent basis — net interest income includes tax-exempt 
income On Certain securities, primarily interest on income debentures, 
small business development bonds and small business bonds, and divi- 
dends on certain preferred shares of Canadian corporations. Because this 
income is not taxable to the bank, the rate of interest or dividend 
received by the bank is significantly lower than would apply to a loan of 


the same amount. As the impact of tax-exempt income varies from year 
to year as a result of fluctuations in the general level of interest rates and 
the size of the bank’s holdings of tax-exempt securities, such income has 
been adjusted to a taxable equivalent basis to permit uniform measure- 
ment and comparison of net interest income. An equal and offsetting 
adjustment is made to increase the provision for income taxes. The tax- 
able equivalent adjustments are based on tax-exempt income and tax 
rates as disclosed in the above table. 


(3) The 1987 information is before the special provision for LDC losses of 
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$450 million after tax. 


» Shareholder and Investor Information 


Dividend per share 


for the year ended October 31, 1990 


Preferred shares Class A 


Dividend per preferred share 


Record date Payment date Series 3 Series 4 Series 5 Series 6 Series 8 
Nov. 29/89 Dec. 12/89 $0.800 $0.799 
Dec. 28/89 Jans °29/90 $0.5822 $0.3822 
Deer 2/39 Jane 912/90 $0.800 $0.799 
Jan 31790 Feb. 12/90 $0.800 $0.799 
Feb. 28/90 Mar. 12/90 $0.815 $0.819 
Mar. 28/90 Apr. 27/90 $0.6081 $0.5625 $0.4440 
Mar. 30/90 Apr. 12/90 $0.831 $0.843 
Apr. 30/90 May 14/90 $0.841 $0.851 
May 31/90 Jun. 12/90 $0.860 $0.873 
Jun. 28/90 Jule 27790 $0.6361 $0.5625 $0.5550 
Junk 9297/90 alt /90) $0.860 $0.873 
Jul. 31/90 Aug. 13/90 $0.860 $0.873 
Aug. 31/90 Sep. 12790 $0.855 $0.858 
Sep. 28/90 Oct. 29/90 $0.6120 $0.5625 $0.5550 
Sep. 28/90 Oct. 12/90 $0.849 $0.833 
Oe B/80 Nov. 13/90 $0.848 $0.814 
Common shares 
Dividend Number of common 
Record date Payment date per share shares on record date 
Dec. 28/89 Jan. 29/90 $0.33 174,575,067 
Mar. 28/90 Apt. 2/7/90 $0.33 LPS AOML AL 
Jun. 28/90 ok 77/90 NOLOS 176,671,875 
Sep. 28/90 Oct. 29/90 $0.33 177,786,492 


Issue Price of New Common Shares under the Shareholder Investment Pian 
for the year ended October 31, 1990 


Share Dividend reinvestment 

purchase plan & stock 

Date issued option dividend options 
Dec. 1/89 $922530 
lana 2790 $31.687 

Jame 29790 $26.927 
Feb. 1790 STE A Oe 
Mar. 1/90 $26.900 
Apr. 2/90 $28.692 

Apr. 27/90 $23.370 
May 1/90 $24.498 
Jun. 1/90 $26.588 
ule 6700) $26.727 

ule 2 7/90 $25.747 
Aug. 1/90 $27 .009 
Sep. 4/90 $24.565 

Oct 1/90 $22.228 

Oct. 29/90 $21.619 
Nov. 1/90 $22.491 
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Shareholder and Investor Information 


Head office 


Telephone number — (416) 980-2211 
Telex number — 065-24116 
Cable address — Canbank, Toronto 


Commerce Court 
Toronto, Ontario 
G@anadal M5Ie vA 


Stock exchange listings 


Common shares 


Stock symbol: CM; CUSIP No. 136069-10-1 
Listed: Toronto, Montreal, Winnipeg, Alberta and 
Vancouver stock exchanges in Canada 

The Stock Exchange in London, England 

The Tokyo Stock Exchange in Japan 


Preferred shares 


Class A Preferred Shares Series 3 
Stock symbol: CM.PR.D; CUSIP No. 136069-50-7 
Listed: The Toronto Stock Exchange 


Class A Preferred Shares Series 4 
Stock symbol: CM.PR.F; CUSIP No. 136069-87-9 
Listed: The Toronto Stock Exchange 


Class A Preferred Shares Series 5 

Stock symbol: CM.PR.E; CUSIP No. 136069-88-7 
Listed: Toronto, Montreal, Winnipeg, Alberta and 
Vancouver stock exchanges 


Class A Preferred Shares Series 6 

Stock symbol: CM.PR.G; CUSIP No. 136069-86-1 
Listed: Toronto, Montreal, Winnipeg, Alberta and 
Vancouver stock exchanges 


Class A Preferred Shares Series 8 

Stock symbol: CM.PR.H; CUSIP No. 136069-85-3 
Listed: Toronto, Montreal, Winnipeg, Alberta and 
Vancouver stock exchanges 


Transfer agent and registrar 


National Trust Company 

555 Wilson Avenue 
Downsview, Ontario M3H 5Y6 
(416) 631-5500 


Outside of Canada, common shares of the bank are transferable 
ate 


London, England: Canadian Imperial Bank of Commerce 
Cottons Centre, Cottons Lane 
London, SE1 2QL England 

Shareholder Service Agent in Tokyo, Japan: 
The Yasuda Trust and Banking Company, Limited 
2-1, 1-chome, Yaesu 
Chuo-ku, Tokyo 103 Japan 
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Valuation Day price 


For Canadian income tax purposes, the common shares of the 
bank were quoted at $25.75 per share on Valuation Day, 
December 22, 1971. This is equivalent to $12.875 per share 
after adjustment for the two-for-one stock split January 31, 
1986. 


Plans available to shareholders 
Payment of dividends 


Holders of all classes of shares may have their dividends sent to 
their banks for deposit to their accounts. 


Shareholder investment plan 


Participating shareholders pay no brokerage commission or ser- 
vice charge on the purchase of shares and the maintenance of 
plan accounts, and all administrative costs of the plan are borne 
by the bank. Three options are available to shareholders: 

Dividend reinvestment option 
With the exception of residents of the United States, its terri- 
tories and possessions, and Japan, all other holders of common 
shares and Class A Preferred Shares Series 5, Series 6 and 
Series 8 may have dividends reinvested in additional common 
shares at 95 per cent of the average market price as defined in 
the offering circular. 

Share purchase option 
Optional cash payments of up to $50,000 per fiscal year may 
be made to buy additional common shares at 100 per cent of 
the average market price. 

Stock dividend option 
With the exception of residents of Japan, holders of at least 
100 common shares may elect to receive dividends in the 
form of additional common shares (stock dividends) valued at 
95 per cent of the average market price. 


For further information, please write to Corporate Secretary’s 
Division at head office. 


Shareholders’ meetings 


The annual and special meeting of common shareholders and 
a special meeting of Class A preferred shareholders will be 
held on January 17, 1991, at 10:30 a.m. Pacific time at the 
Four Seasons Hotel, 791 West Georgia Street, Vancouver, 
British Columbia, Canada. 


The meetings will be transmitted via satellite, for shareholders 
and other interested parties, to Commerce Hall, Commerce 
Court, concourse level, Toronto, with audio-visual coverage 
from Vancouver beginning at 1:30 p.m. local time. Share- 
holders will not be able to vote at this presentation in Toronto 
and should ensure that their proxies are completed and 
returned to National Trust as indicated in the Management 
Proxy Circular. 
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Mergers and amalgamations leading to the formation of 
Canadian Imperial Bank of Commerce 


The Canadian Bank of Commerce (1867) acquired: 


Gore Bank—1870 

Bank of British Columbia—1901 
Halifax Banking Company—1903 
The Merchants Bank of P.E.I.-1906 
Western Bank of Canada—1909 

The Eastern Townships Bank—1912 
The Bank of Hamilton—1923 
Sterling Bank of Canada—1924 

The Standard Bank of Canada—1928 


Imperial Bank of Canada (1875) acquired: 


Niagara District Bank—1875 
The Weyburn Security Bank-1931 
Barclays Bank (Canada)—1956 


and merged to become 
Canadian Imperial Bank of Commerce (1961) 


Further information 


For further information about CIBC and its activities in 
Canada and abroad, please ask at any branch or call Corporate 
Communications and Public Affairs at head office, (416) 
980-4132. The fax number is (416) 363-5347. 


In Canada, CIBC also provides information through its 
national telephone service, CIBC Contact. In Toronto, call 
(416) 980-2422. Outside of Toronto, call 1-800-465-2422. 


Investors requiring additional financial information on CIBC 
may contact Investor Relations. Call (416) 980-8691 or fax 
(416) 980-5026. 


Information regarding your shareholdings or dividends may be 
obtained by contacting Corporate Secretary’s Division. Call 
(416) 980-3857 or fax (416) 980-7012. 


Sur simple demande, nous nous ferons un plaisir de vous faire 
parvenir la version frangaise du présent rapport. 


CA BORIC, CORREO A AMEBEOALETET. 


This Annual Financial Report was printed in Canada on paper 
containing a minimum standard of 50 per cent recycled fibre 
of which a minimum 5 per cent is post-consumer waste paper. 
By meeting these criteria, CIBC is entitled to use the recycled 
paper logo shown on the back cover of this report. 
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